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THE CONTROLLER’S ROLE IN THE MOBILIZATION ECONOMY 


Vincent C. Ross 
EXECUTIVE EVALUATIONS 


HELP HOLD HIGH-LEVEL PERSONNEL 
Austin M. Fisher 


THE USE OF WORK MEASUREMENT IN BUDGETING 


Henry P. Dolan 


TESTING PROMOTABLE EMPLOYES 
Part II of a three-part series of articles on 
Planned Executive Development 


James C. Worthy 
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Bell & Howell 
Recorder 


Modern microfilm uip- 
built Bell & 


TWO /MPORTANT NAMES (WN MICROFILMING d 
roughs, is the finest ob- 


Bell cHowell | Burroughs tainable. It reflects Bell & 


MANUFACTURER DISTRIBUTOR Howell’s acknowledged 


leadership in the field of 
precision instruments for 
fine photography. 


... protect vital business records with Burroughs Microfilming 


A lot of things can happen to paper business 
records —and to the vital information they con- 
tain. Fire, misplacement, loss, flood, and other 
hazards pose threats to their security .. . all 
make their preservation a risky affair. 

Burroughs microfilming provides every business 
a sure, swift and inexpensive way to remove 
these risks. It reduces record hazards. It swiftly 
and thriftily records thousands of bulky paper 
documents on a single neat spool of microfilm— 
easy to store in fireproof containers, easy to 


WHEREVER THERE’S BUSINESS THERE'S 


mail away for safekeeping, easy to use for 
reference. 

Put the records of your business inthe safest place 
—on microfilm. Call your Burroughs office and 
get the full story on the time- and work-saving 
efficiency of this logical method of record pro- 
tection. We will be glad to send you 

a copy of the helpful booklet “30 Ques- 

tions and Answers on Burroughs Micro- 
filming.” Burroughs Adding Machine 
Company, Detroit 32, Michigan. 
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Candidates ( PA 
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IAS offers to qualified 
accountants a C. P. A. 


Coaching Course which 





has produced outstanding 
results. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. | | 


A Correspondence School Since 1903 


209 WEST JACKSON BOULEVARD 





CHICAGO 6, ILLINOIS 
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Only half done 


yet my whole days 
gone! 


That’s how it is when your typists 
have to use ordinary business forms. 
They work hard, sure, but waste 
half their time inserting carbons, 
aligning copies, recopying .. . 

doing things they shouldn't! 


UARCO 


Multi-Linkt Forms 
give you back this wasted time! 


They come ready to write. Carbons 
pre-set. Copies in right order. All 
aligned. Your girls just type—form 
after form from packs of 500 that 
feed themselves into the typewriters. 


Easy handling is another help: form 
units detach from the pack into con- 
venient E-Z-Out sets; carbons in place 
for later entries if needed. One quick 
motion deleaves them. Distribution 
is fast with copies for all, by color. 


Let Uarco Multi-Linkt Forms turn 
your half girls into one hundred per 
cent producers! A few minutes with a 
Uarco Representative will show you 
how they can. Call him. There’s no 
obligation, at all. 


; | 


LCARCO 


INCORPORATED 


Business Forms 


Factories: Chicago; Cleveland; Oakland; 
Deep River, Connecticut; Watseka, Illinois 
Sales Representatives in All Principal Cities 


UARCO Incorporated 
Room 1622, 141 West Jackson Blvd. 
Chicago 4, Illinois 


Please send me, without charge, samples of | 


UARCO Multi-Linkt Forms. 


Company 
Address 
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DECLARATION OF DEPENDENCE 


July is a month for oratory—and justly 
so. For we Americans have a past of which 
we can be proud. 


a 
4 #7 s}eo 
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THE CONTROLLER, without oratory, 
wants to report on its own recent past . . . 
specifically, the first six months of 1951. 

We're proud of the fact that, since Janu- 
ary, 300 new subscribers have joined the 
roster. 

We're pleased that when we invited a 


| two-year accumulation of “expirations”’ to 


re-subscribe, 10% responded—from as far 
off as Honolulu. 

We're gratified that so many of our read- 
ers depend upon the articles in THE Con- 
TROLLER (as evidenced by their requests 
for reprints and purchases of single 
copies). 

It’s good to know that both our March 
and April issues sold every copy—without 
any promotional effort by us. In short, de- 
mand is so heavy that our print order has 
been increased substantially. 

This “declaration of dependence,” by 


| you, upon the information offered in THE 


CONTROLLER cheers us. Need we say that 


| THE CONTROLLER, in turn, depends upon 


its readers and continues to find them a 
stimulating challenge ? 
* OK * 


Now for an important question: “W hat 


| do you do with back issues of THE CON- 


TROLLER?”’ 

Some readers have them bound; others 
pass them on to business associates and 
friends. But whatever you do, don’t burn 
back issues or throw them away. 

You can make a direct and valuable con- 
tribution to American mobilization by sav- 


| ing paper, whether in magazine form or 


not. 
Since the Korean War began, there has 
been a great increase in the demand for 


| products manufactured from wastepaper— 


paperboard, peeete roofing materials, 

s, etc. Boy Scouts, churches, 
civic and veteran organizations needing 
funds in your area will welcome all the 
wastepaper you have. They can obtain a 


| good price for it today. 


Read (and re-read) THE CONTROLLER 
... giveitaway . . . file it for reference 
. . » But Don’t Burn It! 
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MATERIAL becomes 
MONEY 
on your SCALES 


POUNDS 


CPD eons mh I 


OUNCES 


* 
Basic accounting figures originate at 
your scales ... in receiving, shipping 
and in production departments. 
These weight figures affect your in- 
ventories, receivables, payables and 
the final profit figure! Errors made 
at the scale stay wrong forever. 
There is no chance to recheck. 
either the material has been shipped 
or has lost its identity in the general 
stock. 


TOLEDOS ARE BUILT 
TO GUARD YOUR COSTS 


Toledo has the scales to start your cost 
records right—and improve product- 
quality—in weighing, checking, testing, 
counting, batching, force - measuring. 
Complete selection of models and capaci- 
ties ... including Bench, Portable, Hang- 
ing, Overhead Track, Floor, Motor Truck 
and Over-Under Checking Scales... for 
weighing only afew ounces or several tons. 


---AND TODAY PRINTED 
WEIGHT RECORDS! 


Toledo Printweigh Scales stop human 
errors in reading, recording, remember- 
ing; give your accounting department 
accurate printed records of each weighing 
operation. 


TOLEDO 


HEADQUARTERS FOR SCALES 


Toledo Scale Company, Toledo 1, Ohio 











' 
' ! 
' ! 
' Please send me bulletin 2037 desceibing 1 
| TOLEDO Weight Control an Printweigh i 
1 records. 1 
: I 
; Name 1 

' 
: Company : 
! 1 
1 Address ' 
| ‘ 

City. State 
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BUDGETING “DO’S” AND “DON’TS” 
Editors, THE CONTROLLER: 

I would like permission to reprint an 
article titled “Do's and Don'ts for Success- 
ful Budgeting in Your Firm” which ap- 
peared in the December 1950 issue of THE 
CONTROLLER (pp. 550-553). 

I am lecturing in Budgeting Procedure 
at Northwestern University School of 
Commerce and would like very much to 
distribute. reprints of this article to the stu- 
dents in my class. 

D. L. CaRTLAND 

Budgets and Audits Manager 
A. B. Dick Company 
Chicago, Illinois 


Permission granted. 


—The Editors 


STRONG READER INTEREST 
IN MAINTENANCE ARTICLE 


Editors, THE CONTROLLER: 

We were very much interested in the 
excellent article entitled, “What Does 
Maintenance Cost?” by Ray H. Bartlett 
which appeared on page 213 in your May 
1951 issue. 

If possible, we would like to secure 100 
reprints of this article for distribution to 
our Industrial Sales Engineers. 

A. R. KLoos, 

Advertising Manager 

Lincoln Engineering Company 
St. Louis, Missouri 


Editors, THE CONTROLLER: 
With reference to Ray H. Bartlett's arti- 
cle, “What Does Maintenance Cost and 





"shat new payroll method 
saves them thousands 


The girls should know. No more 
overtime in this Payroll Dept. 


Instead of having clerks turn out rep- 
etitious payroll figures week after 
week, it's now done fof the firm by 
the Recording and Statistical Corp. on 
special high-speed alphabetic and nu- 
meric tabulating machines. 

These automatic marvels whizz through 


the work in a fraction of the time it 
would take any competent office force. 


Firms find that this method not only 
saves them many a headache, but 
helps save thousands of dollars, too! 


SEND FOR FREE BROCHURE NOW! 


Get the complete facts now. Get rid 
of those payroll headaches once and 
for all. Inquire about other tabulation 
services, too. Let us tabulate your 
sales, orders, prices, costs, inventories 
and other statistics. Why not call or 
write now? 


", RECORDING & STATISTICAL CORP. « 
ae , CHICAGO - BOSTON - DETROIT - MONTREAL - TORONTO 
. 100 Sixth Avenue, New York 13, N.Y 


What Can You Do About It?” in the May 
1951 issue, please arrange to have Mr. 
Bartlett furnish us with maintenance cost 
analysis data covering this company’s field. 
D. F. LAUGHLIN 

Assistant Controller 

Northwestern Steel & Wire Company 
Sterling, Illinois 


Editors, THE CONTROLLER: 

The article ‘What Does Maintenance 
Cost and What Can You Do About It?” 
by Ray H. Bartlett, appearing in the May 
issue of THE CONTROLLER was found to 
be most interesting. 

We would appreciate it if Mr. Bartlett 
would furnish maintenance data pertain- 
ing to the brewery industry, the corn prod- 
ucts industry or both. 

M. W. HuRTGEN 
Anheuser-Busch, Inc. 
St. Louis, Missouri 


These and many other requests of like na- 
ture were forwarded to Mr. Bartlett. 
—The Editors 


PARALLEL OPINIONS 


Editors, THE CONTROLLER: 

It was with great interest that I read 
the letter by C. Aubrey Smith, of the Uni- 
versity of Texas, which was published in 
the April 1951 issue of THE CONTROL- 
LER. These same thoughts have passed 
through my mind on a number of occa- 
sions, and I am very pleased to note that 


| a person of his standing in the accounting 


field has an opinion which parallels mine. 
I look forward to the day when the 
man who devotes his entire life to the 


| accounting field in private industry, will 


have his status recognized on a profes- 
sional basis. There are no doubt a large 
number of men who would be willing to 


| assist you in such an undertaking, and I 


can assure you of my wholehearted sup- 
port. 

BENJAMIN B. BROMBERG 

Florida Caribbean Line 

The Harrisville Company 


| Jacksonville, Florida 


Dr. Smith's letter headlined “'Profes- 
sional Recognition for the Company Ac- 


| countant” supplemented the article in our 


January 1951 issue by Leo A. Schmidt of 
the University of Michigan: “Building To- 
morrow’s Manpower.” —The Editors 


FSA REPRINTS 


| Editors, THE CONTROLLER: 


Thank you for authorizing the use of 


| certain articles in the October issue of THE 
| CONTROLLER. These were included in our 


MIP Bulletin (Management Improvement 
Program). 

JACK SIMONS 

Administrative Analyst 

Federal Security Agency 


| Washington, D. C. 
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on R OYA :. Electric? 


The bigger pile, of course! 

For Royal Electric speeds up any kind of office work 
immeasurably. 

You can increase letter writing . . . turn out more in- 
voices... increase stencil production. . . free typing personnel 
for other work. 

Learn about these and other cost-cutting possibilities now! 
Find out how Royal Electric can bring office costs down. 

Royal Electric is the long-preferred Royal Standard with 
power added. Like the Royal Standard, it is made by the 
world’s largest manufacturer of typewriters. Royal makes 
the finest, most rugged, most dependable writing machines 
ever built. They stay on the job longer . . . less time out for 
repairs. 

Hint to management: Want to raise morale among your 
typing people? Get Royal Electrics. They virtually banish 
operator fatigue! 


STANDARD QYAL ELECTRIC 


Made by the World’s Largest Manufacturer of Typewriters 


Royal Typewriter Company, Inc., Dept. 55 
2 Park Avenue, New York 16, N. Y. 

I would like a copy of the brochure, “Picture of Progress,” 
describing the Royal Electric. 


NAME 





COMPANY. 
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YES, WE’RE INDEXED 
Editors, THE CONTROLLER: 


For many years I have been an interested 
reader of THE CONTROLLER, and from 
time to time I find it of considerable value 
to go back to an article that may have ap- 
peared a year or two years or even more in 
the past to get the details of some idea that 
left its impression upon me. 

Some magazines have quite effectively 
used an annual index of the articles to af- 
ford ready reference, and this is to suggest 
that this be considered by THE CONTROL- 
LER to enhance the value of the file of these 
magazines. 

It is hoped that you will find this pos- 
sible and practicable, as I believe your 
readers will benefit materially by it. C.O.C. 


The index—by authors and by subjects— 
is published in each December issue—pages 
580-584 of the December 1950 issue being 
the most recent, 


—The Editors 


FLEXIBLE WORK METHOD PRAISED 
Editors, THE CONTROLLER: 


At a time when industry and, to a 
very great extent, the offices are facing 
a serious potential manpower shortage, it 
was most timely for you to present the 
series of “Work Distribution Analysis” 
articles by Jerome Barnum (Oct.-Nov.- 
Dec. 1950). 

These articles present a more practical 
method than is usually found in such arti- 
cles and one that can be put into effect 
in a two-man unit as well as in a sizable 
Organization. 

As a subscriber, I should appreciate 
very much your sending me a reprint of 
the three articles, as I do not want to cut 
these articles from my current file of THE 
CONTROLLER. Thank you. 


G. T. BoDMAN 

Assistant Controller 
Continental Oil Company 
Ponca City, Oklahoma 





Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer's signature and ad- 
dress (which will be withheld if so 


requested). The Editors 





PAPERWORK SIMPLIFICATION 
Editors, THE CONTROLLER: 

Would you please be kind enough to 
forward to the writer the booklets per- 
taining to Paperwork Simplification of- 
fered in the April issue of THE CON- 
TROLLER. 

The opportunity to obtain this informa- 
tion through these booklets is very much 
appreciated. 

A. W. J. BEENEY 
Comptroller 

The Roosevelt Hospital 
New York 


Editors, THE CONTROLLER: 

This office is very interested in obtain- 
ing copies of the Paperwork Simplifica- 
tion pamphlets which you have announced 
as available to readers of your publica- 
tion, THE CONTROLLER. 

You may be interested in knowing that, 
under the blanket copyright permission 
you granted the comptroller of the Army 
by letter of December 5, 1949, the ar- 
ticle appearing in the same issue and en- 
titled, “Beating the Paper Blitz’ by Ben S. 
Graham, is being reproduced for Army- 
wide dissemination to comptroller and 
field staffs as supplementary material in 
the development and implementation of 
individual work simplification programs. 
Thank you. 

CHARLES P. BROWN 

Lt. Colonel, GSC 

Executive, Management Division 
Office, Comptroller of the Army 
Washington, D. C. 


FOR INTERNAL USE ONLY 
Editors, THE CONTROLLER: 

We frequently receive requests from 
our personnel for the reproduction of ar- 
ticles appearing in THE CONTROLLER to 
be used in study and research work. Such 
reproduced material is used exclusively 
by company employes in connection with 
company work. 

It would be of great convenience to us 
if we could receive your written permis- 
sion, as copyright owner, to reproduce 
material appearing in your publication for 
the purpose stated above. 

ELIZABETH CARTER, Librarian 
Tennessee Gas Transmission Company 
Houston, Texas 


Editors, THE CONTROLLER: 

Articles appearing in THE CONTROL- 
LER are of interest to personnel of the 
Wing Comptroller's Function at Vance 
Air Force Base, and I feel they may also 
be of interest to other administrative per- 
sonnel at Vance. 

It is requested that permission bs 
granted to quote from articles appearing 
in THE CONTROLLER for use in the Com p- 
troller Digest, a monthly publication of 
the Comptroller's Function, which is re- 
stricted to personnel of Vance Air Force 
Base. 

E. W. GRAHAM 

Major, USAF, Comptroller 
Vance Air Force Base 
Oklahoma 


Permission granted.—The Editors 


THE CONTROLLER ON DISPLAY 
Editors, THE CONTROLLER: 

. .. I have received the November, 
1950 issue and must compliment you on 
its format. It will be displayed in our li- 
brary, and I am sure will be in great de- 
mand. 

DENIs Epis 

Technical Officer 

The Institute of Cost & Works Accountants 
London, England 


@ @ e What can | do to be sure of fast, accurate reference to my back 


records? 


e@ e Turn your records problems over to the experts of the Business 
Archives Center—a unique service giving you ‘ready reference, 
records protection and low-cost storage. 


inte. witt. € 


iness Archives Center. Ine. +347 West 27 St.» New York City 1 + BRyant 9-1513 
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Payrolls computed in minutes... 
costs and inventories calculated with the 
speed of light . . . complex engineering 
problems solved faster than the problems 
can be stated. 


This is only a sample of the power 
put in your hands by the pluggable IBM 
Electronic Tube Assembly, the heart of 
the IBM Electronic Calculator. Here is 
power to do simple and complex calcula- 
tion without the need for supervision 
of step-by-step operation . . . power to 
free men’s minds from the burden of 
detail computation and to eliminate fre- 
quent human error. 

















in Your Grasp! 


INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N. Y. 
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Human Ingenuity for Misunderstanding 
Recently the New Yorker quoted a news item as follows: 


As employment increases, unemployment is expected 

to decrease.—De partment of Labor release. 
The editors, with a chuckle, added the usual byline ‘‘just 
try and get ahead of an economist!” Thus they succeeded in 
demonstrating that editors and humorists are just as well 
able to misunderstand the significance of figures as any exec- 
utive or foreman for whom the controller compiles reports. 

The editors didn’t comprehend—and why should they if 
no one told them—that the labor force is increasing rapidly 
because the population of working age is growing. There- 
fore, irrational as it may seem, employment and unemploy- 
ment could increase at the same time. 

In this case, it is a little hard to say whether the fault is 
with the Department of Labor for neglecting a more thor- 
ough explanation of its figures, or with the New Yorker for 
attempting to read that kind of technical data. 

The fact remains that the gremlins of misinterpretation 
and misunderstanding of figures are always lurking just 
around the corner. As one sage observer has put it, ‘You 
may think you have done the job if you state a problem so 
it can be understood; the only safe goal is to state it so that 
it cannot be misunderstood.” 

Do you have techniques that assure that the reports ema- 
nating from the controller's department cannot be misunder- 
stood? 


A Business of Your Own? 

Did you ever think of getting out of the “salary slave’ 
class and into a little business of your own or one in which 
you could hold a substantial ownership? It’s a good thought 
and one that does honor to the spirit of American enterprise 
and it is true that income tax rates leave little chance for a 
man to accumulate an estate except by building up a capital 
investment. 

But there may be a hitch in it. Two or three recent histories 
make it seem worth while to throw up a caution signal. An 
executive, who had spent his business life moving steadily 
upward through a large manufacturing organization, bought 
a half interest in a small concern. His experience appeared 
ideal, for he had worked in every department and phase of 
his organization. Yet, somehow, it didn’t work out, for his 
thinking turned out not to be on the same scale that was 
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needed by the small organization. As one of his banker 
friends put it, ““His thinking was in terms of departments, 
while a single individual does the job in a shop of this size.”’ 

Another executive bought a partnership in a wholesale 
firm. He had come up through the selling, promotion and 
advertising phases of his large organization to a position as 
Assistant to the President. He apparently brought to his new 
enterprise exactly the experience it needed, for the old man- 
agement continued to furnish more than competent merchan- 
dising and financial management. The only thing needed was 
a pepping up on the sales end. Yet the sales expert went back, 
after two years, to his corporation job, a sadder and wiser 
man, having lost most of his investment. He knew the tech- 
niques for handling a multi-million dollar advertising ap- 
propriation and a sales force of 200, scattered through 30 
branch offices. But he didn’t know the straw boss job of keep- 
ing eight salesmen on the road and producing. 

It appears that there can be such a thing as transplanting a 
big business executive into the wrong kind of soil. 


Do Your Employes Know About the Controller? 


Often members of Controllers Institute refer to one of 
the objectives of the Institute ‘to educate business aad the 
public in understanding of this concept [of controllership}.” 
One of the Institute members, L. E. Hanson, comptroller 
of Socony-Vacuum Oil Company, Inc., has apparently read 
this phrase and taken action on it. Certainly, for any con- 
troller, a very important segment of the public is the em- 
ployes of his own company. In.a recent issue of the Pegasus 
Club News, house organ of the employes of Socony- Vacuum 
Oil Company, a whole page is devoted to describing the 
controller's department, what it does, why it does it, how it 
is done and the value to the company and all the employes. 
There’s an idea that might well be considered by many a 
controller. 

Mr. Hanson tells us that he would not.even object to a 
little plagiarism and would be willing to supply copies of 
this bulletin to other controllers on request, while the supply 
lasts. 


Shades of Renegotiation 

Here's a little story from Socialist England which sounds 
somewhat like some of the discussions, during World War 
II, among the New Deal economists and theorists! 

“The company with which I am connected has a contract 
to supply its products to company ‘B’ which was recently 
nationalized. The price to be paid by company ‘B’ is the full 
cost of manufacture plus a percentage on cost for profit. 
The expression ‘full cost of manufacture’ is defined as ‘the 
cost ascertained in accordance with general accountancy 
practice comprising materials, labour and establishment 
charges.’ It is argued, on behalf of company ‘B’ that cash 
discounts received represent a reduction in the cost of mate- 
rials used for production and that selling prices and profit 
should accordingly be reduced.” 

This, like many other straws in the wind, is significant 
merely as a sample of what we will confront if socialization 
goes further in this country. 

—WALTER MITCHELL, JR. 
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How does your 


Parts and Assembly 
Order system 


score? 


swe HERE MAY Be Pang 


o* * 4s, 
é 4 o & 
é A %o 
#> 
PRODUCTION PAYROLL 
PURCHASING ORDER-BILLING 


DITTO. 


DITTO, Incorporated 
674 S. Oakley Bivd., Chicago 12, Ill. 





1 Do you know how many separate writings 
you require to control the manufacture of 
parts and to requisition parts for assembly? Yes] No[] 


Have you investigated recently to see if 
any writings are being made which can be 
eliminated? 


Yes] No[] 


3 Do you type a new operation routing when- 
ever you issue an order for the manufacture 
of a part? 


Yes[—]) No(] 


Do you rewrite the operation descriptions, 
time allowances, piece rates, tool informa- 
tion, etc. individually for each order? 


Yes[] No] 


Are labor tickets, move tickets, etc. written 
individually for each order? 


Yes[] No[} 


Are any of your job records such as labor 
tickets, requisitions, receipts, etc. written in 
the shop by foremen or productionemployees? Yes[_] No[] 


7 Do you copy lists of parts from bill of ma- 
terial to assembly order and control records? Yes[_] No(_] 


8 Are material requisitions and identification 
tags, used for the withdrawal of parts and 
their delivery to the assembly floor, written 


individually? Yes] No] 





“of 
Sy ES Sas oe oer ee wea 
3 Would you like us to send you folders which 


illustrate how you can eliminate all rewriting in 
preparation of parts and assembly orders, reduce clerical 
costs, speed movement of parts and materials to assembly 
floor and eliminate waste in withdrawal of parts and 
materials? Yes[] No[_] 
If your answer is “Yes” fill in and mail to: 
Ditto, inc., 674 S. Oakley Bivd., Chicago 12, iil. 











Name 

Firm Title. 
Address. 

City Zone. State 
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YOUR RETIREMENT PROGRAM 


SHOULD BE GEARED TO YOUR COMPANY EARNINGS 





IF your company 
EARNINGS ARE STEADY 


Your company probably can afford 
the permanent commitment of an 


adequate pension system. 


IF your company 


EARNINGS ARE ERRATIC 


Your company probably can best 
solve the retirement problem 
through a deferred profit-sharing 
trust—or a combination of a modest 
fixed pension commitment plus a 
profit-sharing retirement plan. 








FIND OUT what plan 


BEST fits your business Write or call the 

PENSION TRUST DIVISION 

City Bank Farmers Trust Company or 
The National City Bank of New York 
There is no obligation, of course. Ask for our Pension Booklet C3 


Let us help you with complete 
analyses, including cost estimates. 








We Act As Trustee Under Pension Plans and as Agent for Individual Trustees 


CITY BANK FARMERS TRUST COMPANY 


CHARTERED 1822 
HEAD OFFICE: 22 WILLIAM STREET, NEW YORK 


Affiliate of 


THE NATIONAL CITY BANK OF NEW YORK 


ESTABLISHED 1812 























The Controller's Role 
in the Mobilization Economy 


Vincent C. Ross 


i IS NO QUESTION in my mind and 
I am sure there is none in yours that a 
tremendous job lies ahead. The problems 
of World War II are with us again. 

We are compelled to adjust our think- 
ing from a peacetime economy to a defense 
economy, and, because we are not in an 
actual war emergency, the confusion is 
greater. 

As controllers, we have a highly impor- 
tant part to do in helping to get produc- 
tion rolling. We have the major task of 
making financial and accounting decisions. 
We come into contact with more phases of 
the business than any other officer. 

Being called upon to interpret opeta- 
tions, past, present and future, in terms of 
funds, profit and financial condition, the 
controller is in a position to know most 
about the company’s profits and financial 
position and to gain the knowledge first 
and at first hand. His job requires him to 
know about all the ways in which business 
in general and his company in particular 
will be affected by military procurements, 
shortages of both materials and labor, 
price and wage controls, and new taxes. 
Let's look at some of his responsibilities 
and relate them to the special problems of 
mobilization that will haunt him for an 
indefinite period in the future. 

But first we have to recognize that dif- 
ferent companies are differently affected. 
The problems of those whose businesses 
consist almost entirely of turning out mili- 
tary equipment, such as the makers of air- 
craft, are different from the problems of 
the firm that is converting some or most of 
its facilities to military products and will 
continue to produce some of its regular 
line. Similarly, the manufacturer who will 
continue to turn out its peacetime products 
with no radical change except in volume 
because of increased sales to the Armed 
Services will have problems different from 
the completely converted or partly con- 
verted company. And those organizations 
like financial institutions, distributors, 
transportation companies, public utilities, 
and others, that will carry on their normal 
functions, have their own set of problems. 

As we examine the controller's functions 
in today’s economy we must have in mind 
that some of the problems and their solu- 
tions are more applicable to one category of 
business than to another. 


1. ORGANIZATIONAL SET-UP 


Let's see first what mobilization plan- 
ning may mean to the organizational set-up 
of a business. Some companies that are pro- 
ducing a substantial amount of military 
business have mobilized the entire organi- 
zation to execute orders through regular 
channels; others have set up special admin- 
istrative committees to handle military 
procurements. Another type of adjustment 
has been to centralize government matters 
in the hands of a designated officer or in- 
dividual under the general supervision of 
the controller or some other officer. Some 
firms find it helpful to have a systematic 
and regularly scheduled management con- 
ference to discuss long-range policies, 
plans, and procedures, and to anticipate 
future needs and problems. This, in fact, 
may be the first step toward determining 
what changes in organization should be 
planned or put into effect. A review of 
your World War II plant organization 
chart will help in such planning. Whether 
or not a change is necessary in the organi- 
zational set-up, if you have relationships 
with the government, you must at least 
plan for legal assistance in setting up con- 
tract or subcontract negotiations and in 
carrying on your relationships with gov- 
ernment agencies. 


2. PLANNING AND DOING 


Planning for the industrial mobilization 
is a major responsibility of the controller. 
For those who had their long-term plans 


member of the 





neatly laid out the problem may be a little 
simpler than for companies that did not. 
It is easier to accelerate an established pro- 
gram than to begin a program from scratch. 
The proof is that some companies are carry- 
ing out their established plans on an ac- 
celerated basis; they are getting things 
done in 1951 that they had planned to do 
in 1953. The five-year amortization provi- 
sion of the Federal Income Tax Law is en- 
couraging the accelerated expansion. 

Revision of long-term plans must be 
undertaken and decisions must be made in 
spite of the fact that the mobilization pro- 
gram is not clearly defined; in spite of the 
fact that you are not sure what product you 
will be asked to make; and in spite of the 
fact that production costs cannot be reli- 
ably ascertained. Business must face the 
problems and overcome them, if leadership 
in the mobilization is to come from Ameti- 
can industry; and it must come from in- 
dustry. 

In connection with capital expenditures 
that will be made as plans are revised, it is 
important to remember that a manufacturer 
comes out of the wartime economy with 
only a little more cash, but if he is careful, 
with better tools also, tools that are gen- 
erally considered expendable but actually 
have a long life and help him when he re- 
converts. 

It must not be forgotten that tools, jigs 
and dies made for manufacturing a defense 
product generally are much more expensive 
than like tools used in the manufacture of 
a commercial product, for the reason that 


VINCENT C. ROSS is vice president, treasurer, and a 


Board of Directors of Prentice-Hall, Inc., 


New York. His views on the problems facing conirollers to- 
day were recently presented by him at the Pacific Coast 
Conference of Controllers Institute, of which he is currently 
national president. Mr. Ross joined Prentice-Hall in 1919 
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the tolerances allowed by the Government 
are much closer than the tolerances ac- 
ceptable to the public. Estimates of profit 
may be greatly distorted if this factor is not 
properly weighed. 

The few companies that are completely 
converted and are operating at full capacity 
on war orders have no significant forecast- 
ing problem in connection with their plan- 
ning. They might have to forecast the ex- 
tent of future expansion, but that would be 
based on expected government orders 
rather than on general business conditions. 

But most companies will not be either 
completely or even substantially converted 
to work on government contracts. For such 
companies, it is still necessary to forecast 
future operations in terms of probable de- 
mands by their customers. Output of many 
soft goods lines, in particular, will re- 
main substantial, and temporary overpro- 
duction or inventory gluts might develop. 

For firms in a sellers’ market, with de- 
mand running ahead of a supply restricted 
by defense priorities, forecasting continues 
to play a useful role. However, future op- 
erations must be forecast in terms of limits 
and bottlenecks on supply, rather than by 
the volume and intensity of demand. 
Whenever demand exceeds supply, future 
output must be determined by the limits 
set by the most critical bottleneck in any 
given field. 

An important phase of planning in- 
volves a consideration of the question, 


"Shall the company decentralize its pro- 
duction?” A number of firms have adopted 
long-range — for decentralization of 
their manufacturing operations to make 
them less vulnerable to attack. Such plans 
often have the extra advantage of tapping 
fresh sources of labor. A manufacturer 
with a number of widely separated plants 
has heretofore shipped ay oe 1a 
goods from one plant to another for finish- 
ing. He is now changing his method of 
operation in order to make each plant as 
far as possible an integrated unit where the 
entire manufacturing process will be com- 
pleted without transshipment. If one plant 
is knocked out the others will carry on, and 
there will be no bottlenecks. 


3. PROTECTION OF 
PLANT AND EQUIPMENT 


As the officer directly concerned with 
protecting the company’s investment in 
plant and equipment, it is the controller's 
job to see that equipment and machinery 
that has to be moved from the plant to 
make room for war production equipment 
is properly conserved. Maintenance must 
go on for the unused as well as the used 
equipment. 

Two emergency duties with regard to 
plant and equipment are created by the 
danger of war. One is plant security and 
the other damage control. The controller 
as a part of top management must see that 
steps are taken to determine any subver- 


THE REALITY OF WAR . . . THE HOPE OF PEACE 


I have lived with the reality of war, and I have praised 
soldiers; but the hope of honorable faithful peace is a 
greater thing and I have lived with that, too. That a man must 
live with both together is inherent in the nature of our pres- 
ent stormy stage of human progress, but it has also many 
times been the nature of progress in the past, and it is not 


reason for despair. 
Ithink . . 


. that the people of the world and particularly 


our own American people are strong and sound in heart. We 
have been late in meeting danger, but not too late. We have 
been wrong but not basically wicked. 


Those who read this book will mostly be . . . 


men of the 


generations who must bear the active part in the work ahead. 
. . Let them charge us with our failures and do better in 
their turn. But let them not turn aside from what they have 


to do, nor think that criticism excuses inaction . . 


. and 


let them believe in mankind and its future, for there is good 
as well as evil, and the man who tries to work for the good, 
believing in its eventual victory, while he may suffer setback 
and even disaster, will never know defeat. . . . 


From the “Afterword” to the memoirs of Henry L. Stimson, 
“On Active Service in Peace and W ar’’—Harper & Brothers. 
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sive afhliations or tendencies of employes. 

Defense contractors, subcontractors and 
their employes must have security clear- 
ance. This can be obtained from the pro- 
curement officer in the region in which your 
plant is located and it must be obtained be- 
fore you are given classified information 
to be used in your bid. 

As to plant damage control, that is a 
matter of planning to expand the mainte- 
nance crew in order to repair as quickly as 
possible any damage caused during an 
emergency and to avoid delays in necessary 
production. The Federal Civil Defense 
Agency can assist in this chore; it will pro- 
vide guidance on plant protection stand- 
ards. 


4. BUDGETING 


Budgeting must go on during the emer- 
gency. With material allocations an uncer- 
tainty, and with the question of whether 
you will be able to get materials always 
open, you may have to revise budgets quar- 
terly instead of annually or semiannually. 
You might have to make arbitrary assump- 
tions that you are going to get 75% of 
what you need, and limit your sales budget 
accordingly. Some companies might have 
to limit their sales budgets 50%, based 
upon what they think the material alléca- 
tion is going to be. Normally, you have to 
worry about prices that you will have to pay 
for materials and about labor costs, sd 
with prices controlled and wages stabilized 
these phases of your budgeting problem 
may be simplified. You might, however, 
have to prepare manning tables to plan for 
replacements of men called into service. 
Normally your cash budget may be subject 
to monthly revision. In the emergency a 
closer check on cash may be necessary, €s- 
pecially if funds are tight. 

In the present situation you may have 
to move from a fixed budget set-up to a 
variable budget set-up. You might have 
used a fixed budget because you could fore- 
cast with a high degree of accuracy (plus 
or minus 5% variation) the demand for 
your products and hence the cost of pro- 
duction to meet such demand for the 
budget period. With a flexible budget, 
which nd pernegs upon the variability of 
costs and hence expenditures at different 
levels of operations, you can set your ex- 
penses at different levels of capacity and 
control them on that basis. 


5. PRODUCTION CONTROL 


Production control is another responsi- 
bility that is affected by the changed condi- 
tions. The planning and purchasing de- 
partments are, of course, responsible for 
the flow of new materials and finished 
products. Nevertheless, J strongly urge the 
controller to examine the methods used by 
both these departments in arriving at their 
flow figures. It has been the experience of 
controllers that where shipments are held 
up because of material shortage, it is gen- 














erally attributable to some small compo- 
nent worth only a fraction of the material 
cost. 

Because of the close tolerances with 
which the Armed Forces work, the inspec- 
tion department will probably be greatly 
augmented and if the company has not 
heretofore maintained an incoming inspec- 
tion staff, it will be required to do so un- 
der defense contracts. Aside from the extra 
cost, the paper work in obtaining vendors’ 
certificates, which are so often required, is 
considerable. 

If the manufacturer has had no experi- 
ence with manufacturing for the Armed 
Forces, he must be prepared in the early 
months of transition to accept rejects as 
part of his schooling. Government inspec- 
tion is quite severe, wholly different from 
the inspection that a manufacturer requires 
of his own inspection force. Until his in- 
spection force Gussie accustomed to the 
new requirements, the manufacturer may 
expect increased rejects, and the controller 
must anticipate this cost in his estimates. 


6. STANDARD PRACTICE INSTRUCTIONS 


You must have some formal way of giv- 
ing your people instructions and since these 
instructions, so far as work on government 
orders is concerned, emanate from Wash- 
ington, a close check must be kept on or- 
ders and regulations coming from the var- 
ious emergency agencies. 

One way of checking up is to watch the 
published reports of developments in 
Washington. These must be translated into 
your standard practice instructions. 

Whereas normally you might have had 
to write standard practice instructions once 
a month, today you might have to prepare 
them once a week. Your office methods and 
procedures may have to be revised to pro- 
vide the necessary controls of subcontractor 
relationships, vendors, and goverriment re- 
ports, and your storeroom operations may 
have to be reorganized. 

Within the area of his own responsi- 
bility, such as accounting, taxes, and costs, 
the controller may have to establish entirely 
new procedures or make substantial 
changes in existing procedures. For exam- 
ple: If the company undertakes an impor- 
tant government project, it may be neces- 
sary to set up separate accounts and books 
to keep the project separate from the other 
company accounts. This will require exten- 
sive work in formalizing the procedures 
necessary to record these transactions. 

The controller may also have to review 
and revise tax procedures to reflect changes 
in the tax laws and special provisions of 
these laws applying to defense contracts. 

Procedures may also have to be estab- 
lished to enable the company to obtain 
certificates of necessity from the Federal 
Government and to take advantage of pro- 
visions in the federal regulations permit- 
ting a company to accelerate amortization 
of defense facilities. 





“WE SEE BY THE PAPERS,” THAT... 


Thirty-five cents out of every dollar of income received by 


the American people will go to pay for national, state and 
local government spending proposed for 1952. That state- 
ment was included in a report called “Economic Policies for 
National Defense” of the United States Chamber of Com- 
merce. It urged curbs on inflation, maximum utilization of 
productive capacity; maintaining “essential balances” in pro- 
duction, costs, prices and consumption; keeping the economy 
“returnable” to the system of free, competitive markets, and 
“dealing wisely with the questions of how the {defense} 
burden is being shared.” 


YOUR SHARE: $457.76 

For each man, woman, and child about $457.76 will be 
spent in the next fiscal year for defense and other activities 
of the Federal government, according to the National Indus- 
trial Conference Board. This is exclusive of the costs of state 
and local government and figures out to $1,830 for a family 
of four. 

Since the turn of the century, the Board points out, the 
combined per capita cost of war and other functions of the 
Federal government has multiplied 67 times. Even after a 
correction for the inflation of the dollar over this period 
(wholesale prices are now about three times as high as they 
were in 1900), the rise in the cost of wars and other Federal 


government functions has been phenomenal. 


Illustration courtesy “Brake Shoe Y ardsticks” 


7. PENSION AND PROFIT-SHARING 
PLANS 


The controller is often the officer 
charged with top-level administration of 
employe benefit arrangements such as pen- 
sion and profit-sharing plans. The current 
world emergency has given rise to several 
unusual conditions that require careful con- 
sideration. They are the military employe, 
the tight labor market, and the wage and 
salary freeze. 

If your pension or profit-sharing plan 


bi 8a) ears 


was in existence during World War II, it 
no doubt contains provisions covering the 
case of the employe who enters military 
service. But if your plan was set up follow- 
ing the war, it may lack appropriate mili- 
tary-service provisions. In that case, you 
will want to find out what other employers 
are doing for their servicemen, so that you 
can conform to accepted procedures. 
Pension and profit-sharing plans are of 
help during a tight labor market. Employ- 
ment agencies and personnel men will tell 
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you that most applicants are keenly inter- 
ested in what employe benefits your com- 
pany has to offer. But your labor problem 
covers more than just recruiting more 
workers. You also have to hold on to what 
you already have. Good employe benefit 
plans help to keep your force intact. And 
don’t be too ready to let workers go when 
they reach the age of 65. There are plenty 
of jobs that can be adequately filled by old 
employes, especially those workers who 
have acquired skills peculiar to their occu- 
pations. However, you won't be able to re- 
tain your oldsters if your pension plan has 
a hard and fast rule which requires retire- 
ment of everybody at, say, age 65. For the 
period of the emergency your plan’s man- 
datory retirement provisions should be re- 
laxed so that you won’t have to eliminate 
workers who are still valuable to you. On 
the other hand, you should keep in mind 
the probability that after the emergency 
you will want to return to a mandatory re- 
tirement age. Since changes like these in 
your plans may require consultation with 
your union, try to dispense with manda- 
tory retirement rules only for the emer- 
gency period. 

Wage and salary stabilization restric- 
tions point up the value of pension and 
profit-sharing plans. During the wage 
freeze of World War II, such plans gave 
you an effective method of paying employes 
extra compensation that could not be put 
directly into the pay envelope. 

As a practical matter, it is difficult today 
to install a new pension plan or improve 
an old one. It can be done but the cost 
must be offset against general cash in- 
creases that you might otherwise give your 
employes under General Regulation No. 6, 
recently issued by the Wage Stabilization 
Board. 

Parenthetically, there is no restriction on 
the normal operation of any plan that was 
in effect before February 10, 1951. 

While the current situation presents 
practical obstacles, a new development is 
expected soon. Eric Johnston, the Stabili- 
zation Administrator, has asked the Wage 
Stabilization Board to exempt pension and 
other welfare plans from the wage freeze. 
He pointed out that such plans do not have 
inflationary effects. It is, therefore, highly 
likely that we will soon be allowed, within 
reasonable limits, to install new plans and 
improve old ones. In that event, we will 
find ourselves in about the same circum- 
stances as we were during World War II. 


8. PROTECTION OF VITAL RECORDS 


The protection of vital records is hold- 
ing the attention of many controllers today. 
The most commonly accepted type of pro- 
tection of vital records against disaster is 
duplication and dispersal. The use of mi- 
crofilm for this purpose has become wide- 
spread. Some firms microfilm almost every- 
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thing that goes through the Accounting 
Department ; others confine it to important 
contracts, vital drawings, processes and 
formulas. One company sie has said: 
“Our criterion for deciding what to micro- 
film is to ask ourselves, ‘If the plant gets 
knocked out, what records do we need in 
order to get back into business?” It is in- 
teresting to see how companies are dispers- 
ing the films of vital records. Sending films 
to a plant in a country district is one way. 


| 
DID YOU READ 


these articles that are related to the 
subjects mentioned by Mr. Ross in 
his talk on controllers and the mo- 
bilization economy? They were pub- 
lished in the following issues of THE 
CONTROLLER: 


APRIL 1951—DEFENSE MOBILIZA- 
TION—What Management is Doing 
—a report on Controllership Foun- 
dation’s Latest Study. 


MARCH 1951—Bombs Do Not Re- 
spect Vital Business Records—by 
Emmett J. Leahy and Robert A. 
Shiff. 


MARCH 1951—Separation from Ci- 
vilian Job Poses Problems on Status 
of Employe Benefit Plans (p. 141). 


FEBRUARY 1951—Getting Set Or- 
ganizationally for War Contracts— 
by Edward J. Gesick. 


Placing them in archives buildings out of 
the city is another. One company owns an 
abandoned coal mine which they are equip- 
ping as a place to store old and duplicate 
records. 


9. EMERGENCY BANKING FACILITIES 


A few companies, particularly those 
with one or more out-of-town manufactur- 
ing plants, are maintaining larger balances 
than formerly in banks away from the 
headquarters city. They aren’t worried 
about the safety of the home bank account, 
but if the bank were bombed there might 
be an unavoidable delay in clearing checks 
or obtaining cash to meet pay roll. 


10. RENEGOTIATION 

From past experience with military pro- 
duction, the controller knows that he must 
anticipate renegotiation responsibilities. 
He must be ready at all times to prove and 
justify the costs. Orders in fulfillment of 
all types of government contracts may soon 
be subject to renegotiation. One difficulty 
that subcontractors and suppliers have en- 
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countered in recent months has been that 
of positively identifying the orders which 
call for renegotiation and those which do 
not. If renegotiable, they should carry the 
purchaser's certification to that effect. But 
the certification, or lack of it, may not al- 
ways be relied upon. Sometimes it is there 
when it shouldn't be. Sometimes it should 
be there and isn’t. 

As time goes on, it may be assumed that 
the accuracy of certifications will improve 
with experience. 


11. DEMOBILIZATION 


Mobilization implies eventual demobili- 
zation, with contract termination at an un- 
certain date. This involves the planning 
for reconversion to ‘normal’ operations 
under conditions which may be as abnor- 
mal as the defense production period. 

Following World War II, some com- 
panies unknown before the war won public 
acceptance and some degree of leadership 
in their field by reason of a quick recon- 
version and an ample supply of a good 
product while the products of the leading 
competitors were scarce. 

Other companies could not push post- 
war production above the break-even point 
and sustained substantial losses through 
1946 and 1947. 

Early successful reconversion will. re- 
quire careful planning now for: 


1. Post mobilization organization and 
objectives; 

2. Product research, improvement, and 
development; 

3. Plant, equipment, and tooling; 

4. Marketing plans, sales volume, and 
production schedules; 

5. Manpower requirements ; and 

6. Requirements for materials, and 
sources of procurement. 


The controller should be a key figure, if 
not the 7 plug, of this preliminary 
planning for quick reconversion. 


CONCLUSION 


We could go on with further details of 
the controller's responsibilities and prob- 
lems in the mobilization economy—the 
competition for manpower by defense in- 
dustries with competitive position handi- 
capped by wage ceilings; loss of personnel 
to Armed Services; the problems of in- 
creased labor turnover as wage stabiliza- 
tion; the difficulty of replacing equip- 
ment; the all-important problem of taxes. 
But space does not permit. 

But I do want to say this. The problems 
must be handled with fortitude, foresight, 
forbearance and patience. Many hours of 
discouragement confront us; at times we 
will despair of accomplishment in the face 
of Washington’s ineptitude. But despite 
these tremendous obstacles we must perse- 
vere. We must do the job America ex- 
pects us to do; we must do the job that 
must be done. 











The Use of Work Measurement in Budgeting 


Henry P. Dolan 


tt USE OF WORK MEASUREMENT in 
budgeting could be discussed at great 
length and cover many points of view. 
For example, we could dwell upon the 
questions of 


1. Whether work measurement is neces- 
Sary in budgeting ; 

2. How work should be measured for 
budgeting; or 

3. The mechanics of actually using 
work measurement in budgeting. 


Unquestionably, there are other sides to 
this question which could be raised and 
discussed with more or less beneficial re- 
sults. However, the question reviewed in 
this paper is whether work measurement is 
necessary in budgeting, and in particular, 
whether measurement of clerical costs is 
necessary, and if so, how clerical cost 
standards can be used by management in 
budgets—budgets being, in my opinion, 
an absolutely essential part of any success- 
ful management function. 


BUDGETING VS FORECASTING 


In order to emphasize the need for work 
measurement in budgeting, it is first neces- 
sary to establish that budgeting is a neces- 
sary tool of management. To have even a 
fair chance of attaining any objective, ei- 
ther in business or any other profession or 
a it is elementary that a plan should 
be laid out as to how and when the desired 
goal is to be reached. Budgeting is nothing 
more or less than a plan of operation. It is 
not, as many people think, a guess, educated 
or otherwise, as to what is going to hap- 
pen. This type of crystal gazing I prefer to 
call a forecast. It is in the same category as 
the weather man’s forecast of atmospheric 
changes. And often is not even as accurate. 

But do not get the impression that a 
forecast should not be made, or that it can- 
not be reasonably accurate. That depends 
almost entirely upon the person forecast- 
ing and the information available to him. 
We merely want to bring out, and empha- 
size, that in this discussion a distinct line 
of difference is drawn between a budget 
and a forecast. A budget is a plan of oper- 
ations, while a forecast is an estimate of 
how successful that budget plan may be. 


A budget will show management 


1. Where it is heading, 

2. How it is expected to get there, and 

3. Provide a means by which periodic 
checks may be made as to the rate of 
progress being achieved. 


The most important thing to remember 
in successful budgeting is that the budget 
is a plan of operations and, once estab- 
lished, and accepted, the management 
should start to execute the plan with the 
same sincerity and dogged determination 
that an armed force would exert in taking 
an objective. Again, I would like to em- 
phasize, that the budget is not a forecast 
of what may happen, but is the plan to be 
followed, and all the manpower and re- 
sources of the business organization should 
be directed toward insuring that the 
budget will be carried out as planned, 
thereby insuring a successful period of op- 
erations. The most successful managements 
in industry are not those who can foresee 
what is going to happen, because that is a 
sense not granted to material beings, but 
are the managements who make a plan and 
then see that it works on schedule. 


FORMS OF WORK MEASUREMENT 


Up to now we have discussed the need 
for a budget and the successful results that 
may be expected if a budget is controlled. 
Also, up to now, we have assumed that the 
budget established is an acceptable one. In 


order for it to be considered acceptable, it 
must be based upon some form of work 
measurement. The form of work measure- 
ment may vary widely. For one extreme, it 
could be nothing more than the opinion of 
one experienced person as to how much 
work could be expected from each em- 
ploye. On the other hand, it could be the 
result of scientific measurement of proc- 
esses necessary for production. It hardly 
seems necessary to say that the latter is the 
only method that can be depended upon to 
be consistent over any period of time. The 
most important factor in establishing an 
acceptable budget plan is the use of pre- 
determined work measurement, or stand- 
ards, whichever term may be preferable. 
Since it is agreed that work measurement 
is essential to successful budget operation, 
the question arises as to what method of 
measurement should be used. Here again, 
any method which is an accurate gauge, 
and will remain so consistently, is accept- 
able. Past experience may used, or 
standards may be established periodically. 
In establishing standards it is necessary to 
insure that they are 
1. Attainable; 
2. That they are understood by those 
who are expected to meet them; and 
3. That they are acceptable to employes, 
especially if there is union represen- 
tation in the plant. 


In any event, some form of work measure- 
ment must be available if successful budg- 
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eting is to be practiced. And this form of 
work measurement must extend beyond 
the so-called direct workers. It must also 
measure the work performed by indirect 
workers, wherever possible. Included in 
the category of indirect workers is a large 
segment of employes generally referred 
to as clerical employes, such as clerks of 
numerous classifications, stenographers, 
comptometer operators, bookkeeping ma- 
chine operators, billing clerks, various ac- 
counting functions, etc. 


CONTROLLING CLERICAL COSTS 

Under present-day methods of business 
Operation, with its numerous reports to 
federal and state and local government au- 
thorities, and the need for accurate cost for 
competitive purposes, the so-called clerical 
force is so large that to establish a budget 
without some reliable method of planning 
and controlling this huge cost, is equiva- 
lent to establishing a selling price without 
knowing the cost of the product. 

Probably the most acceptable method of 
measuring the work of most clerical func- 
tions is to establish time standards and ap- 
ply whatever salary or wage rates are in ef- 
fect. The important thing is whether the 
time spent is reasonable and comparable to 
the same or similar functions in other com- 
panies, or industries. It is not impossible 
to establish clerical cost standards in an in- 
dividual company. But it will take a great 
deal of time. Also, there should be a basis 
of comparison. This becomes very impor- 
tant if the company is in a highly competi- 
tive market or if the clerical employes are 
unionized or susceptible to being unionized. 

Once management establishes acceptable 





























work measurement standards for clerical 
employes, as well as production employes, 
it has 


1. Established a control over pay roll 
costs; 

2. Eliminated the risk involved in de- 
termining whether requests for ad- 
ditional manpower are justifiable ; 

3. Insured that reductions of personnel 
will occur on schedule and without 
confusion; 

. Enabled operating departments to 
plan ahead for increased volume re- 
quiring additional personnel; and 

. Above all, contributed greatly to a 
successful budget plan to insure re- 
quired production and necessary 


profits. 


THE CLERICAL MANPOWER BUDGET 
Over the years there have been many ap- 
proaches to the almost universal problem 
of securing reasonable efficiency, control, 
and reduction of clerical costs. Many of 
these are familiar, such as desk studies, job 
loading, etc., but in many instances the in- 
stallation of controls caused so much con- 
fusion and inefficiency that they were soon 
discarded, as neither the supervisor nor the 
employes were in sympathy with the plan. 
Then too, frequently the system did not 


contain a self-perpetuating check as to per- 
formance after installation of the plan. 
The Clerical Manpower Budget —_— 


is a supervisory tool for getting a fair day's 
work for a fair day's pay. Through the use 
of the monthly Clerical Manpower 
Budget, the benefits of clerical cost control 
are perpetuated, since attendance hours 
are measured against standard hours for 

















“I’m not sure, but | think the general idea is that the boss 
is tired of all of us gathering at the water cooler every day” 
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the current volume, and the efficiency of 
performance is obtained. Budgets predi- 
cated largely on past performance & not 
provide a satisfactory means of controlling 
clerical cost. They tend to reflect what the 
costs have been, rather than what the costs 
should be. 

A Clerical Manpower Budget plan is the 
best which has been devised to date for the 
measurement of clerical output. However, 
it should be stressed that the philosophy 
behind its development or use is of more 
importance than any method created for its 
accomplishment. This need for control of 
clerical costs is obvious. It is just as neces- 
sary as the control of production costs. 
Clerical costs can be controlled on any 
routine, repetitive work. A clerical cost 
control program supplies the answers to 
such vital questions as: 

. What is a proper standard of per- 
formance? 

. What is a fair day's work for a fair 
day's pay? 

. What is an adequate method for 
loading jobs on the basis of a fair 
day's work? 

. How are force requirements deter- 
mined and maintained so as to recog- 
nize changes in the volume of werk 


load ? 


MAXIMUM PRODUCTION 
AT MINIMUM EXPENSE 


In return for a chance to get ahead and 
fair remuneration, the supervisor, who is a 
vital part of management, must conduct 
the affairs of his office in such manner as to 
secure maximum production at minimum 
expense. To accomplish this management 
goal he must know both the volume of 
work that constitutes a fair production out- 
put for each job and the man-hour labor 
cost to produce it. He must know also the 
best management methods by which he can 
obtain the required production from his 
employes, who are not machines that can 
be automatically geared to produce a given 
quantity, but are variable human beings 
who must be recognized and treated as 
such. In the final analysis, the dual objec- 
tive of maximum and economical produc- 
tion can be accomplished by the supervisor 
only through the interest and cooperation 
of his personnel. 

There are several methods in use today 
that have been developed for the purpose 
of increasing productive output of em- 
ployes. One method is to rule by force. 
This method means: produce or get out. 
Some other methods also tend to ignore 
human values—and are neither economi- 
cal of cost nor conducive to good morale. 
Happily, there are methods whereby man- 
agement not only attains the required pro- 
duction but also builds up or develops em- 
ployes so that they are genuinely interested 
in their work and are ready and qualified 
to assume more important responsibilities 
when opportunity for advancement occurs. 

(Continued on page 306) 
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ESTABLISHING A WORK LOAD 
STANDARD 


The first step in such a management 
method is to make sure that the work load 
is distributed fairly and that the employe 
can, with proper training, handle the vol- 
ume of work assigned to him. Second, 
management should recognize that while 
the average employe instinctively wants 
to do a good job and to be proud of 
it, just as instinctively that employe 
wants and needs peace of mind in his 
job. In other words, the employe wants 
to know where he stands in the eyes of 
management. Job knowledge and job per- 
formance, coupled with a sincere apprecia- 
tion by the supervisor when a job is well 


done, gives the employe a satisfaction and 
a contentment that are of prime impor- 
tance and that stimulate an inherent desire 
to do an even better job. Doubt, fear and 
restlessness disappear and are replaced by 
a sense of security and a feeling that he or 
she is truly a part of our company. 

In order that the supervisor may exer- 
cise adequate administrative control, he 
must apply a definite means of measure- 
ment to determine the load volume that 
constitutes the production requirement in 
each job. In the past, supervisors have not 
been provided with such a measurement 
technique. Lacking it, they have relied on 
experience; which means that in the ma- 
jority of cases, consciously or uncon- 
sciously, the past performance of an em- 


ploye or a group of employes was accepted 
as a means of measurement. Actually, the 
volume of work produced per employe 
may have been above or below a reasonable 
average. This in turn means that such past 
performance often became the production 
standard used by a supervisor in prepar- 
ing his personnel requirements budget for 
presentation to his management. Such a 
standard would incorporate all errors of 
omission and commission. Management 
checking of such budgets is often on the 
basis of company-wide averages and vol- 
umes and here again past performance be- 
comes the guide. 

The use of past performance for con- 
trolling expense is unsatisfactory for rea- 
sons mentioned above and because 


1. A supervisor desiring to say Li his 
management may understate his re- 


quirements with the result that he 
finds it necessary to incur overtime 
expense. It may result in his doin 
considerable detail work himself, 
thereby neglecting his prime respon- 
sibility as an administrator; 

. He may overstate his requirements, 
feeling that he must have a reserve 
or cushion to meet some unforeseen 
condition or emergency. 


“LAW OF THE TAKE” 

The belief that high taxes prevent inflation by curtailing 
purchasing power is challenged by a Pittsburgh tax expert. 
Instead, an excessive tax will, in itself, greatly accelerate in- 
flation, Frank Wilbur Main said in a booklet, ‘‘Federal Taxa- 
tion Without Regimentation.’’ Mr. Main is senior partner of 
Main and Company, Certified Public Accountants, Pitts- 
burgh, and a former president of the American Society. of 
Certified Public Accountants. 

The theory, widely accepted as valid, that high taxes pre- 
vent inflation, is ‘one of the major unexamined, unques- 
tioned myths of the present decade,” he states. He declares 
that in the five years since World War II, the net federal 
“take’’ of the national income was over $200 billion or 19 
per cent—even higher than during the war—but that “‘infla- 
tion is worse today than at any time in our history.” 

President Truman’s proposed $71.6 billion budget, fi- 
nanced out of taxes, “would speed up inflationary processes 
to the point where even such heavy taxes would be inadequate 
to buy the material and services required for defense,” he 
believes. 

Mr. Main proposes a Federal Incentive Income Tax Plan, 
under which he says $52 billion can be raised without de- 
stroying “incentive to work, to save, and to invest,” and says 
this sum will be adequate if Congress cuts the budget as much 
as possible, preferably 9 to 1o billion dollars, and tempo- 
rarily borrows about $10 billion. Even a “‘take’’ of $52 bil- 
lion, Mr. Main says, will involve some increase in national 
income. 

Under the Incentive Income Tax Plan, the maximum tax 
on corporations and individuals would be fixed at not more 
than 50 per cent. The excess profits tax would be eliminated, 
also the double taxation on dividends. The exemptions would 
be increased. 

‘Tempting as it sounds to pay as we go, the government 
faces tremendous needs, which presumably will be lessened 
after a few years. Taxation beyond a safe point is bound to 
speed inflation and to increase, rather than to lessen the 
burden on the future,” Mr. Main declares. 


Through the application of the tech- 
nique of the Clerical Manpower Budget, 
however, a supervisor can avoid reliance 
on the “‘past performance” basis. Instead, 
he can establish definitely and accurately 
the number of man-hours of labor required 
to handle any given volume of any kind of 
clerical work. 


EMPLOYE INCENTIVES 


Obviously, the successful application of 
any such technique cannot be confined 
solely to measurement of productive out- 
put. It must give full weight to human 
values and satisfy the inner needs of the 
individual. It should so stimulate interest 
that the employe will strive for improved 
performance and will regard an increase 
in salary as a reward for accomplishment 
rather than an inducement to work harder. 
Enlightened management now generally 
accepts the fact that the problem of in- 
creasing production cannot be solved by pay 
increases alone. Through the Clerical Man- 
power Budget measurement it is easy to de- 
velop and assign a fair work load to each 
position and to give credit where credit is 
due. Such consideration of the individual 
will stimulate his interest which, if prop- 
erly cultivated, will in turn create a genu- 
ine enthusiasm. Increased production of 
work will follow naturally. Furthermore, 
the supervisor can rate accurately the efh- 
ciency performance of each employe and 
by proper evaluation can reward an em- 
ploye accordingly. The realization by an 
employe that his performance rating is 
known and used by his supervisor is in it- 
self an incentive to a better performance. 
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‘Help Hold 


High-Level Personnel 


Huttin M. Fisher 


e APRIL 1945, Dr. George W. Taylor, 
now public member and chairman of the 
Wage Stabilization Board, made a speech 
in which he said: 


“One of the most striking impressions 
I have of American wage rate structures 
is a failure of a large part of industry to 
develop properly aligned wage schedules 
in the plants—with jobs defined, rates 
standard for those classifications, and 
rates for particular jobs compensatin 
with reasonable accuracy for the skill 
involved. 

“Too many wage scales have what I 
call ‘random rates’ based not on the job 
but on the individual. 1 think a great 
task before alarge part of American in- 
dustry—certainly the mass production 
industries—is to work out national wage 
structures which provide a definite rate 
structure for different jobs.” 


The same thing could be said today 
about executive salaries, where random 
rates, based not on the job but on the in- 
dividual, prevail more widely than in the 
case of wages. 

As stabilization now casts the spotlight 
on this situation the rays disclose a gigan- 
tic bottleneck jammed with individual ap- 
plications. Company after company has 
filed requests for increases for particular 
executives: the longer the delay in approv- 
ing them, the greater executive turnover 
becomes. 

At the present writing, the squeeze has 
reached a point where top company officials 
begin to worry about losing their key men 
—and many of these are in defense indus- 
tries. The need is obvious for some device 
which will help WSB to ‘‘clear the decks” 
with a few broad strokes. There are positive 
indications that this will take place in the 
near future, and that the device referred to 
will be evaluation—tried and proven in 
regard to rank-and-file employes, and now 
being extended to the higher echelons. In 
fact, a great many companies have been 
anticipating this very outcome since before 


Executive Evaluations 


stabilization began, and have been evalu- 
ating executive jobs and establishing for- 
mal classifications—not only against the 
day when the new systems will win ap- 
proval in toto, but also to support individ- 
ual applications to remove inequities, and 
to justify promotions, should the latter be 
questioned later on. 

The coming major role of executive eval- 
uations can be read between the lines of 
recent documents, and also in the devel- 
opment and direction of World War II 
controls. The historical lsackground is im- 
portant, because so many of the people who 
made that history (Dr. Taylor is one of 
them) are again directing and influencing 
federal pay controls. Controllers and others 
who remember the course taken by stabili- 
zation during World War II will recall the 
emergence of job evaluation as the pre- 
dominant means of correcting intraplant 
inequities. In its decision in the Carnegie- 
Illinois Steel Corporation case (1944) the 
War Labor Board spelled out this formula, 
by directing that: 


1. Job content be concisely and simply 
described. 

2. Jobs be placed in their appropriate 
relationship in terms of the nature 
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of the work and the skill and ex- 
perience required. 

3. Job classifications be reduced to a 
minimum by grouping all jobs with 
substantially equal content. 

. Wage rates for each job classifica- 
tion be measured by such specific 
criteria as: (a) confining the average 
hourly increase to 5¢; (b) making 
adjustment solely to abolish intra- 
plant inequities; (c) taking into ac- 
count the rate relationships in com- 
parable plants in the industry; and 
(d) no cut in pay for present job 
occupants if the procedure reduces 
classtfication rates. 


> 


In actual practice during World War II, 
the Board acted solely in an advisory and 
review capacity, leaving the details to col- 
lective bargaining negotiations. But when 
approving the results, it always took care 
to curb and restrain the amount of adjust- 
ments by means of ceilings in cents per 
hour or percentage of pay, and it invariably 
insisted that (1) no evaluation system 
should be used as a cloak for a general 
wage increase, and (2) no such system 
could be invoked as justifying increased 
prices. 





wheelie JULY 1951 









307 














HOW WE DID IT IN W. W. Il 

Problems which faced the nation in formulating and ad- 
ministering wage and manpower problems during the last 
war form the subject of a summary report entitled ‘‘Dispute 
Settlement and Wage Stabilization in World War II.” 

The new publication represents the contribution of three 
former National War Labor Board officials who appraise 
our World War II experiences in settling labor-management 


disputes and stabilizing wages. 


The report reviews the operations of the National De- 
fense Mediation Boatd, the National Wage Stabilization 
Board, and the National War Labor Board, and analyzes the 
problems confronting a democratic government which inter- 
venes in industrial relations in time of war. 

Copies of ‘Dispute Settlement and Wage Stabilization in 
World War II’ may be ordered by writing the nearest re- 
gional office of the Bureau of Labor Statistics, U.S. Depart- 


ment of Labor. 


The Board itself described its job eval- 
uation policy as follows: 

“The Board will not approve or order a 
job evaluation program which provides 
a general wage increase to all employes. 
In cases involving individual companies, 
the Board and its agencies usually pre- 
scribe limits as to the percentage of em- 
ployes and the percentage of job rates 
which can be increased under an approv- 
able job evaluation program. To assure 
that wage rate alignment is accom- 
plished within prevailing wage levels, 
WLB insists that job revaluation must 
be based upon anchor points or guide 
posts u hich are the wage rates being 
paid in key occupations in the plant in 
which substantial numbers of workers 
are employed. The remaining jobs are 
then evaluated in relation to the anchor 
points.” 


All this, of course, applied to wages and 
to such salaries as came under the juris- 
diction of the War Labor Board. Executive 
pay was controlled by a different agency— 
the Salary Stabilization Unit of the Treas- 
ury Department. The SSU handled rela- 
tively few cases, and never reached the 
point of systematizing adjustments on a par 
with the achievements of WLB—which 
did much to clear the way for sound wage 
administration after stabilization ended. 


TODAY'S TREND IN 
SALARY STABILIZATION 

Salary stabilization once more is del- 
egated to a separate body—the Salary Sta- 
bilization Board—but the system differs 
constructively from the previous pattern 
in that the Salary Board and the Wage 


THE CONTROLLER 


Board both are creatures of the same over- 
all agency—the Economic Stabilization 
Agency. In addition, the Salary Board is 
required, under the terms of the directive 
which set it up—ESA General Order No. 8 
—to ‘conform to the regulations, policies, 
orders and decisions of the WSB to the 
fullest practicable extent, to provide a uni- 
form and coordinated program for the sta- 
bilization of all wages, salaries and other 
compensation of employes under jurisdic- 
tion of both Boards.”’ In other words, what 
is sauce for the goose will be sauce for the 
gander. 

The Salary Board, under this directive, 
has jurisdiction over ‘‘salaries and other 
compensation of persons who are em- 
ployed in bona fide executive, administra- 
tive, professional or outside salesmen 
capacities . . . and who in their relation- 
ships with their employer are not repre- 
sented by duly recognized or certified labor 
organizations.’ The definition employed 
is the same as that in the Fair Labor Stand- 
ards Act, as amended, which means, gen- 
erally speaking, that it covers all personnel 
exempted from statutory overtime pay— 
excepting, of course, those persons who are 
represented by unions. 


JOB EVALUATIONS 
AND PAY CONTROLS 


The final link in the reasoning which 
leads to our conclusion that executive eval- 
uation will soon become a major salary 
stabilization tool is the wording of the 
proposed revisions to WSB General Reg- 
ulation No. 5, insofar as it will apply 
to new wage and salary plans. In this con- 
nection, it is expected that Board approval 
on merit or length-of-service increases will 


“JULY 1951 





308 


not be necessary, provided they are made 
in accordance with any of the following 
options: 

1. An established plan in actual opera- 
tion on January 25, 1951; 

2. Past practice based on application to 
the current year of the employer's 
actual experience in the calendar year 
1950, or 

. A six (6) per cent plan which limits 
the total of such increases to a speci- 
fied six (6) per cent of the aggregate 
rates of the employes. 


To qualify under the proposed re- 
vision, a mew plan requiring Board ap- 
proval must include (a) description for 
each job classification; (b) rate range for 
each job classification; (c) intervals at 
which merit interviews are to be made; 
(d) intervals for length-of-service in- 
creases and (e) specified limits for 
amounts of increases. 

The text of the proposed revision 
further specifies, ‘The Board's ruling in a 
new plan will be made in the light of the 
employer's past practice and of relevant 
practice in the industry, occupation or area, 
as may be appropriate.” In cases where the 
employes covered by a plan are members 
of a recognized or duly certified labor or- 
ganization, applications under the pro- 
posed revision must be made jointly by the 
employer and the union. 

Adoption of this revision means that job 
evaluations and formal classification sys- 
tems are definitely endorsed in connection 
with wages and, under the conformance 
requirement, are presumably valid for ap- 
plication to executive salaries. 


HOW SPLIT JURISDICTION 
AFFECTS PRESENT PLANS 

Under many existing evaluation plans, 
jobs that are exempt and non-exempt under 
the Fair Labor Standards Act are lumped 
together, with the employer treating the 
whole plan as a unit. For example, an 
accounts payable clerk may be grouped in 
the same plan with the supervisor of the 
Accounts Payable section. The laboratory 
technician and the research chemist occupy 
different rungs on the same chart, as do the 
draftsman and the research engineer. 

Now that a separate Salary Stabilization 
Board has been established, the exempt 
positions have to be drawn out of the plans 
and given separate consideration, unless 
the employer has blanket approval for his 
current program. Of course, if the plan was 
installed before January 25, 1951, it can 
be continued without approval or change. 
But the WSB is now requiring that sepa- 
rate plans be developed for exempt and 
non-exempt jobs. 


WHY EXECUTIVE EVALUATIONS 
ARE IMPORTANT NOW 


There are three major reasons why every 
company above minimum size should eval- 





















uate its executive positions promptly, with 
particular reference to such jobs as con- 
troller, chief accountant, budget director, 
assistant treasurer, chief auditor, assistant 
to the president, works manager, plant su- 
perintendent, engineer, chief chemist, sales 
manager and salesmen, office manager, per- 
sonnel director, safety director, purchasing 
agent and other department heads and 
managers : 
1. Because most companies do not have 
a formalized plan of compensation 
for their executive employes. In 
effect, this means that the average 
executive has no concept of where fe 
stands or where he is to go. 

. Because, under the stabilization pro- 
gram, to receive either a promotion 
or a merit adjustment, an individual 
application must be made to the 
Board if there is no approved plan. 
But in cases where the Board will 
accept a plan, promotions and ad- 
justments can be made without fur- 
ther ap plication. 

. Because good executives are being 
lured away by higher compensation 
for no greater work. This hurts the 
old employer in two places: (1) he 
loses an executive who cost thousands 
of dollars to acquire and train, and 
(2) he is hard put to find a successor, 
especially at the unadjusted salary. 
A thorough-going executive evalu- 
ation therefore pays for itself many 
times over, helping to hold present 
incumbents and eliminating the need 
for “bidding against the market” for 
replacements. 


Ne 
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STEPS TO FOLLOW 
IN EVALUATING EXECUTIVES 

Readers of ‘‘Setting Salaries in the Con- 
troller's Department’’ and ‘‘Evaluating 
Managerial and Supervisory Jobs in the 
Controller's Department,” published by 
Controllership Foundation, Inc., are ac- 
quainted with the techniques involved in 
establishing such a plan. Experience proves 
that a simple system is best. It must be easy 
to apply; easy for the executives concerned 
to understand, and easy to present to WSB. 
Here are the major steps involved in setting 
up a practical plan: 

1. Top management—president, vice 
president and the board of directors 
—should approve the program. 

2. An evaluation committee composed 
of top-management personnel should 
be formed to direct the study. 

3. Indoctrinate all persons affected, so 
they will accept the reasons for the 
study. 

4. Have each executive fill out a ques- 
tionnaire designed to elicit complete 
information about his position, in 
terms of function, knowledge re- 
quirement, nature and frequency of 
decisions involved; type of influence 


exerted on people within and with- 
out the company; nature of res pon- 
sibility for products, services, rec- 
ords, administration, capital equip- 
ment or investments. 

. From the questionnaire a position 

description is developed which is 

approved by the person whose posi- 
tion is being described, as well as by 
his immediate superior. 

Develop a manual which will provide 

a common yardstick covering these 

four points: Position knowledge, 

character of decisions, type of influ- 
ence on people, and nature of re- 

Sponsibilities. 

7. The final step is for the Evaluation 
Committee, together with the vice 
president or other executive sis 
sible for the evaluation, to evaluate 
jobs according to each jan outlined 
in J 6 above. The relationships de- 
veloped are then used as a basis for 
arriving at an adequate salary struc- 
ture, with sufficient monetary breadth 
(around 35%) to allow for merit ad- 
justments. The structure should also 
differentiate between position skills, 
5o as to create promotional oppor- 
tunities and, at the same time, tron 
out inequities. 


a 


6. 


Naturally, when developing a salary 
structure, bear in mind that it must be ap- 
proved by the Salary Board, which means 
that all maximums and minimums must be 
realistic. 

Area differentials should be eliminated 
wherever possible when preparing the new 
plans. These differences in pay for similar 
work are a frequent cause of misunder- 








standing and resentment, and have caused 
many valuable men to voluntarily separate 
at the first good opportunity. They limit 
the extent to which a firm with numerous 
plants or other instatlations can rotate its 
executives from place to place—and such 
rotation is an important aspect of the best 
executive development programs. Salaries 
in the executive group definitely should be 
on a national basis. 

The key to the whole evaluation under- 
taking is the proper development of the 
position description and the acceptance of 
a need for, and the results of, a program 
by the executives concerned. 

There frequently are valuable by-prod- 
ucts. One is a clarification, both in the 
minds of top management and of the ex- 
ecutives, as to the responsibilities of each. 
Another is the proper organization chart 
which evaluation makes possible. In addi- 
tion, the program can be used as a means 
of reflecting executive attitudes, which 
helps management to formalize its think- 
ing on personnel practices affecting execu- 
tives throughout the company. 


SUMMARY 

1, World War II background and chang- 
ing current trends indicate future reliance 
on formal salary classification structures 
as a stabilization measure. 

2. Split jurisdiction means that some 
present plans will require overhauling. 

3. A simple evaluation plan is the best 
for all purposes. 

4. Executive evaluation pays off in ex- 
ecutive manpower retained, in reduced vol- 
ume of applications to the Salary Board, 
and in improved managerial relations. 





“Mr. Cutts phoned that you should drop dead. 
That's all that was urgent.” 
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PART II—PLANNED EXECUTIVE DEVELOPMENT 


Testing Promotable Employes 


James C. Worthy 


Sears Roebuck & Co. seeks executive talent 


SUMMARY OF PART | which was published in the June 1951 issue of THE CONTROLLER 


Our rapidly expanding economy and 
the growmg complexities of business re- 
quire increasing numbers of highly quali- 
fied executives. At the same time, fewer 
people seem to be coming up the line who 
possess real executive talent. However, 
because of increasing job specialization, 
executive development is no longer the 
semiautomatic process of an earlier day. 
If management is to have the executives it 
needs when it needs them, it must assume 
responsibility for developing them. 

In recognition of this problem, Sears 
established an organized executive devel- 
opment program about 18 years ago. This 
program involves five basic steps: (1) 


SELECTION OF TALENT 
= PERSONS pass on the qualifica- 
tions of any candidate for the Reserve 
Group. Normally, these are the field rep- 
resentatives of the territorial personnel 
office, the manager of the store in which 
the employe is working, and the store 
manager's immediate superior (e.g., the 
zone manager). In many cases, the em- 
ploye may already be known to both the 
field representative and the zone manager 
as a result of their previous visits to the 
store. Where this is not the case, the 
employe is interviewed thoroughly at the 
first opportunity. Appraisals of the man’s 
personality and general ability are ob- 
tained from the store manager, and any 
sales or performance records available a.e 
reviewed. His personal background and 
education are taken into account and, 
where possible, the company's executive 
test battery is applied. 

There are probably no two territories 
in which the selection of men for Reserve 
Group training is made in exactly the 
same way or in the same sequence of 
steps. Moreover, there is considerable 
variation from one case to another .even 
within the same territory. The process is 
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Periodic estimates of executive needs; (2) 
determination of sources from which talent 
is to be recruited; (3) selection of indi- 
viduals to be trained; (4) training to 
insure maximum individual development; 
and (5) executive inventory control. 

The sources from which future execu- 
tives are drawn are primarily the organiza- 
tion itself (i.e., people hired in the normal 
course of employment), supplemented by 
such special recruitment from the colleges 
as may be necessary to meet estimated 
executive needs for the future. It is now 
in order to review the manner in which 
promotable individuals from these sources 
are identified. 


highly informal and is usually a matter 
of personal agreement between the per- 
sonnel man, the zone manager, and the 
store manager (or the corresponding ex- 
ecutives in mail order, parent, etc.). The 
important point is that an agreement is 
reached between the various parties who 
will have to make decisions about the 
individual in the future. These agree that 
he probably has certain potentialities 
which should be developed, and that a 
specific training plan should be set up 
for that purpose. The important thing 1s 
the agreement and the action taken on the 
basis of that agreement; the details are 
secondary. 

A simple set of records is maintained 
on each member of the Reserve Group to 
indicate who he is, where he is, and what 
is happening to him. The mechanics of 
this record-keeping vary between the ter- 
ritories, but in all cases the object is to 
direct the man toward the next higher 
position to which he is considered pro- 
motable and to keep the listings of pro- 
motable people in the territorial office as 
complete and up to date as possible. These 
listings are the personnel man’s stock in 
trade. He stands or falls on his ability to 
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by looking at the total individual 


have men ready when they are needed. 
He thus has an important personal stake, 
not only in having enough qualified men 
at the proper stages of advancement, but 
in having adequate records by which he 
knows whom he has and where he can 
find them. 


PSYCHOLOGICAL TESTING 


Special mention should be made of 
the use of psychological tests in the selec- 
tion of men for promotion to executive 
positions. 

In a far-flung, multi-unit organization 
such as Sears, tests can perform a highly 
useful function in aoa a reasonably 
objective, or at least an additional, yard- 
stick in reaching personnel decisions. De- 
spite the efforts made to know each mem- 
ber of the Reserve Group personally, 
members of the territorial and, to an even 
greater extent, members of the national 
staffs are often in a position of having to 
depend primarily on the evaluations and 
recommendations of local managers. 

While generally skillful at selecting 
members of their own staffs, it is easy for 
these men to err in recommending people 
for positions with which they may not be 
personally familiar. The parent buying 
organization offers a case in point. When 
a man is promoted from a retail store to 
a buying assignment, it is useful to have 
more to go on than his performance as 2 
department manager “an the opinion of 
the store manager that he is ‘‘a good man.” 

The tests have also been the means for 
considerably sharpening and refining the 
skill of members of the personnel staffs 
responsible for executive placements. It 
is sometimes easy for even an experienced 
interviewer to overlook latent sources of 
future difficulty. A fine appearance or a 
good line of talk may disguise a basic in- 
stability or a deep-seated temperamental 
maladjustment that might not become evi- 
dent except in periods of stress. 

Conversely, outstanding mental or other 
qualifications are sometimes obscured by 
other factors not necessarily pertinent to 
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the situation. The psychological test report 
can frequently suggest to the interviewer 
possible areas of weakness or strength in 
the individual which might not otherwise 
be discovered, or discovered too late. With 
such possibilities brought to his attention, 
the interviewer can probe further in 
search of evidence that will either con- 
firm or deny the findings of the tests. The 
result is not only an improvement in the 
soundness of the specific placement deci- 
sion, but a gradual growth in the skill and 
insight of the interviewer himself. 


SUPPLEMENTARY CONFIRMATION 
OF TEST REPORTS 


The tests are used with full awareness 
of their fallibility. The test report is 
merely one element among a variety of 
factors which are considered. The general 
rule guiding the use of test findings is 
that no report is to be accepted as valid 
unless confirmed by other evidence inde- 
pendent of the tests themselves. There 
can be no substitute for good judgment 
as the basis for any personnel decision. 
Those responsible for making such deci- 
sions must stand or fall on the outcome; 
they cannot defend their mistakes on the 
ground that they acted according to the 
results of the tests. 

This constant emphasis on the inde- 
pendent verification of test evidence has 
not only proved a useful precaution from 
an operating standpoint; it has been an 
important factor in ae the skill 
of the psychological staff. The tests which 
are used are standard tests which can be 
bought on the open market. They are good 
tests, but the high order of success that 
has attended their use at Sears is chiefly 
a product of the clinical insight of those 
who interpret them. 

Several years of research preceded intro- 
duction of the testing program as a regu- 
lar personnel procedure. Those who now 
occupy key positions in testing activities 
played important parts in this early re- 
search. They tested several hundred estab- 
lished executives and meticulously com- 
pared test data with known characteristics. 
Later, when the program moved from the 
research to the operating phase, they had 
an opportunity to compare their diagnoses 
and prognoses with actual successes and 
failures on the job. As of the end of 1950, 
the standard executive battery had been 
administered to approximately 10,000 
people. With the experience thus gained, 
and the constant opportunity to check 
their reports against actual results, the 
testing staff has gradually developed a 
keen ability to interpret test data in terms 
of concrete attitudes and behavior. Not 
the least of their skill has been their 
ability to express their findings in a man- 
ner that makes sense to the psychological 
untrained executives who use the test re- 
ports as an aid in reaching personnel de- 
cisions. This ability, likewise, has been a 


matter of gradual growth and refinement. 


CRITERIA FOR EXECUTIVE ABILITY 


Executive ability is not something that 
can be measured by a work sample, like 
typing, or by a precise aptitude test, like 
finger dexterity. Executive ability is not 
a tangible, definable skill. The Sears pro- 
gram seeks to test for it by looking at the 
total individual. Areas of satisfaction are 
particularly important, because over the 
long haul a man will do better on things 
he likes to do. Mere ability to do some- 
thing will not compensate a man for do- 
ing all day a thing he dislikes. 

Life goals, or a man’s motivational sys- 
tem, are closely linked with job satisfac- 
tion. If he doesn’t feel making money is 
important, he won't put his -heart into a 
job where profit is the primary objective. 
A man has to have well-above-average 
emotional controls and defenses to stand 
up under the constant strain and pressure 
of an executive's job. He need not be a 
social lion, but he must be able to handle 
leadership responsibilities with poise. And 
he must be cbie to get along with other 
people. 

The tests provide useful clues on these 
points. And because the testing staff has 
an intimate knowledge, built up from 
years of experience, as to what qualities 
and abilities are essential in various types 
and levels of executive positions they are 
of real assistance in helping to move 
people into the kinds of work in which 
they will be most productive. They have 
learned that it is not enough to “bet on 
brains.” In addition, they know that a 
man must have social skills, personal ad- 
justment, competitive drive, and a chance 
for job satisfaction to be a truly effective 
and promotable individual. 


TRAINING METHODS 


After promotable employes have been 
identified, through psychological tests and 
otherwise, steps must be taken to assure 
that they will be ready when needed for 
higher responsibilities. This is the task 
of the training program. 


Group Training 

The Sears executive training program 
is largely informal. Chief reliance has al- 
ways been placed on actual job experience 
rather than on specific instruction as such. 
On occasion, special schools have been 
conducted using group training methods, 
as for instance in the immediate postwar 
period when it became necessary to greatly 
accelerate the pace of manpower develop- 


ment in certain categories to meet the 
pressing needs of the company. Group- 
training methods have demonstrated a 
certain usefulness and will undoubtedly 
continue to be employed as the occasion 
may require. In practice, however, they 
have exhibited a number of serious short- 
comings. 

If the problem is primarily to’ teach 
certain specific policies, systems, or pro- 
cedures, classroom and group-training 
methods are quite adequate. But with 
only a few exceptions, the task of the 
Sears executive program is much broader 
than this: it is to develop know-how, un- 
derstanding, and, above all, judgment. 
These are traits that can only be developed 
through experience in handling real re- 
sponsibilities in bona fide job situations. 


Job Rotation 

For this reason, there is general agree- 
ment within the organization that there is 
no substitute for job experience, and that 
before an individual can be entrusted with 
important responsibility he must prove 
his capacity through successful perfor- 
mance on a variety of subordinate assign- 
ments. It is recognized, too, that ca able 
men usually have many abilities and that 
these are likely to be improved by the 
Opportunity to exercise them in a variety 
of different circumstances. This objective 
is accomplished through a process of 
planned job rotation: actual productive 
assignments rotating progressively through 
all major phases of the branch of the 
business for which the employe is being 
trained. 


Manuals and Counsel 

Various aids are provided to help the 
trainee get the most out of his ‘ob ex- 
perience. Manuals and other written aids 
are furnished, and topical outlines call 
his attention to the significant phases of 
each assignment to which he should de- 
vote special attention. Of greater im- 
portance is the individual counsel and 
guidance which each executive is expected 
to provide the Reserve Group men work- 
ing under his supervision. The oppor- 
tunity to discuss merchandising and op- 
erating problems with a more experienced 
superior gives meaning and significance 
to daily events which the trainee might 
otherwise overlook. 

It should be emphasized that, in rotat- 
ing from job to job, the trainee is a worker 
and not merely an observer. He is ex- 

(Continued on page 318) 
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A Thought for the Fourth 

The recently announced retirement of Chief Judge 
Learned Hand from the Second Circuit Court of Appeals, 
after 42 years on the federal bench, brought to mind his 
views on “The Spirit of Liberty.’’ Judge Hand, known as “a 
judge’s judge” and called “the greatest living American 
jurist’’ by a past Justice of the U.S. Supreme Court, some 
years ago declared, in a memorable statement: 

“W hat then is the spirit of liberty? I cannot define it; I can 
only tell you my own faith. The spirit of liberty 2s the spirit 
which is not too sure that it is right; the spirit of liberty is the 
spirit which seeks to understand the minds of other men and 
women; the spirit of liberty is the spirit which weighs their 
interests alongside its own without bias; the spirit of liberty 
remembers that not even a sparrow jalls to earth unheeded; 
the spirit of liberty is the spirit of Him u ho, nearly 2,000 
years ago, taught mankind that lesson it has never learned, 
but has never quite forgotten: that there may be a kingdom 
where the least shall be heard and considered side by side 
with the greatest.” 


Something New in Fireworks 

Detroit celebrates ‘Taxpayer's Day’’ on July 4 as part of 
the city’s 250th anniversary celebration. 

Taxpayers who have paid city taxes for 50 years or more 
will receive certificates and congratulations from Mayor Al- 
bert E. Cobo that day on the steps of City Hall. 

Nice turnabout that! It isn’t often that a city hall supports 
the taxpayers. 


Records: G.B. vs U.S. 

Although Britain's talent for “muddling through” is now 
proverbial, here's one instance of British initiative taking 
the lead over the American variety. 

British business houses were found much farther ad- 
vanced than American firms in planning for the wartime 
problem of records protection, according to a study recently 
completed by the National Industrial Conference Board. 

In its sample of 200 American firms, over 90 per cent ex- 
pressed concern over the problem. More than two-thirds 
recognized that their present program would be inadequate 
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under wartime conditions. Approximately 75 per cent of 
the companies surveyed reported to the Board that they are 
actively engaged in developing some kind of program. 

On the other hand, every English firm visited has plans 
for protecting its records. The British, however, recognize 
that practices which were successful during World War II 
may prove insufficient to protect records during an atomic 
attack. 

Some of the conclusions offered by firms participating in 
the study are: 


First, it is almost useless to resurrect American World 
War Il practices as they are no longer applicable to the pres- 
ent situation. 

Second, while in many instances emergency action is 
called for, a hastily devised program may prove exorbitant 
and perhaps useless. Sound and economical protection of 
vital records requires careful planning. 

Third, some of the records which American companies 
have vaulted for years are nearly worthless, while others 
that are stacked on open shelves or left lying about in our 
offices, drafting rooms, and factories would be irreplaceable 
and priceless if the business had to be reconstructed. 

Finally, a good records-protection program can simplify 
business procedures and reduce costs by forcing a review of 
current record-making and record-retention habits. 


Some of the recommendations offered are: 

Appoint a top-level management committee to make the 
decisions. 

Think in terms of what is absolutely necessary for getting 
back into operation, not in terms of what you would like to 
have. 

Remember that reconstruction will have to be done under 
emergency conditions, so keep the program simple and un- 
cluttered by needless records and systems. 

If the essential record can be conveniently duplicated, a 
copy should be stored far enough away from the original to 
preclude simultaneous loss. 

If a vital record cannot be duplicated, it should be kept 
in a fireproof vault at all times when not in use. 


Like Topsy: “Jest Growin’ ” 

Members of Congress are reported studying the following 
data on the increase in the number of Federal employes in 
the last six years: 

National Labor Relations Board, from 884 to 1,466 em- 
ployes, increase 64%; Justice Department, 9,033 more em- 
ployes, increase 37%; Civil Service Commission, from 3,656 
to 4,570 employes, increase 29%; Commerce Department, 
10,092 more employes, increase 26%; Federal Security 
Agency, 6,024 more employes, increase 12%; State Depart- 
ment, 2,765 more employes, increase 11%. 


Optimistic Note 

Things could be worse . . . 

After all, at last report there were still no price controls on 
sea squabs, terrapin stew, wild game, preserved kumquats 
or rattlesnake meat. —PauL HAASE 








“Did you make 7 long distance 


calls last month ?~ 


QUESTIONS LIKE THIS—regarding the 
number of long distance calls and the 
espective charges—are now being 
answered in advance by many telephone 
companies using a unique yet less 


expensive billing system 






of business ... thousands of concerns. 





Every time you place a long distance call 
the operator fills out a toll ticket, which is 
time-stamped when you're connected with 
your party. ..and when you hang up. 







Before . . . these tickets were used for office 
reference only. Billing clerks would transcribe 
the toll charge, the tax, and the destination of 
the call to the customer’s statement. Then, 
the tickets were filed away—ready to answer 
the questions of puzzled subscribers. 










With the new billing system—already 
adopted by many telephone companies—it’s 
a different story: the toll tickets are put to 
work ...are microfilmed ...and then sent 
out to the subscriber along with a simplified 
listing of the ticket totals. Thus, with the 
evidence in hand, charges are recalled readily 
+... questions are answered in advance. 









For the teleph company, too, there are 











Another example of the way Recordak microfilming is 
bringing increased efficiency to 65 different types 


originator of modern microfilming—and its application to accounting routines 






important advantages: (1) Bills are turned 
out at a fraction of former cost because only 
a listing of toll ticket totals is necessary; 
(2) Adjustment costs are greatly reduced; (3) 
Filing space requirements are cut as much as 
99%; (4) Goodwill is increased. 

Regardless of your type of business—or 
its size— you should look into Recordak micro- 
filming soon. 


Write today for a free copy of 
**50 Billion Records Can’t Be 
Wrong.” Recordak Corpora- 
tion (Subsidiary of Eastman 
Kodak Company), 444 Madi- 
son Ave., New York 22, N. Y. 
“Recordak”’ is a trade-mark 


SRECORDERK 


(Subsidiary of Eastman Kodak Company) 
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Pacific Coast Parley Hears 


Address by Senator Bennett 


MOST SUCCESSFUL CONFERENCE of 
controllers in the Pacific Coast area 


A 


was drawing to its close when the photo- - 


graph below was taken during the course 
of the banquet session on May 12 at the 
Hotel Benson in Portland. The 1951 Pa- 
cific Coast Conference, sponsored by the 
Portland Control, opened on the preceding 
day and reached its high-mark at the ban- 
quet session, which was addressed by 
United States Senator Wallace F. Bennett 
of Utah. Senator Bennett, whose subject 
was “What Industry Should Expect of 
Government under the Defense Program,” 
is a past president of the National Associ- 
ation of Manufacturers. 

Those present at the head table (read- 
ing from left to right) included: R. H. 
SPEAR, general chairman of the Confer- 
ence; ARTHUR SURKAMP of New York, a 
vice president of Controllers Institute and 
general chairman of the Institute’s forth- 
coming 1951 Annual Meeting in New 
York (September 30-October 3) ; SENA- 
TOR BENNETT, guest speaker; WM. HER- 
BERT CARR, chairman of the Board of 


Directors of Controllers Institute; VIN- 
CENT C. Ross, president of the Institute; 
R. E. BRENNAN of Portland, a national 
director of the Institute; and ARTHUR H. 
WIEDEMAN, committees secretary of the 
Institute. 

Other highlights of the Conference in- 
cluded addresses at the luncheon session 
by President Ross on ‘‘The Controller and 
the Institute in the Mobilization Econ- 
omy”; and by T. Coleman Andrews, presi- 
dent of the American Institute of Account- 
ants, and at the morning session, Harry R. 
Lange, chairman of the Institute’s Com- 
mittee on Management Planning and Con- 
trol: 

A panel discussion on “The Impact of 
the Defense Program on the Business 
Economy’’ on Saturday afternoon, under 
the chairmanship of Dean J. Hugh Jack- 
son of the Stanford University Graduate 
School of Business, included presentation 
of the views of Raymond R. Brown, presi- 
dent of Standard Insurance Company; 
Jesse W. Tapp, vice president in charge 
of loans and investments, Bank of Amer- 


ica; O. Harry Schrader, Jr., managing di- 
rector, Douglas Fir Plywood Association ; 
and Virgil Burtz, research director, Inter- 
national Wood Workers of America. 

Highlight of the ladies’ entertainment 
program was a sightseeing trip arranged 
as Ernest E. Ullrey, chairman of the Ar- 
rangements Committee. A large astral- 
domed bus conveyed 23 of the women 
guests through the beautiful Columbia 
River canyon with its dramatic scenery and 
112 waterfalls. Luncheon was served at 
the famous Columbia River Gorge Hotel 
as a climax to this memorable tour of the 
countryside around the City of Roses. 

The Conference was planned under the 
general chairmanship of R. H. Spear, as- 
sisted by vice chairman, Joseph C. Landrud. 
Chairmen of the Committees include: Pro- 
gram—Michael A. Gudman; Registration 
—Richard H. Pursifull; Arrangements— 
Ernest E. Ullrey; Publicity—Arthur S. 
Trelawny; Finance—Dudley L. Darneal ; 
Reception—Frank A. Rostedt; Speakers 
Hospitality—Raymond E. Brennan ; Inter- 
Control Attendance—G. Howard Wells; 
and Housing—Vernon L. Thomas. 


Gladys Gilbert Studio 
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Alfred C. Boni 


_ MOST SIGNIFICANT FEATURE of 
contemporary economic developments, 
from the standpoint of the controller, is 
the radical disturbance of the price sys- 
tem. A business-enterprise economy func- 
tions, perforce, through calculations of 
gain or loss. Every business decision must 
be made, basically, in terms of foreseen 
advantages (or disadvantages) pricewise. 
In a business regime, the ultimate stand- 
ard of economy is long-run maximiza- 
tion of the differential between monetary 
yield or revenue and monetary cost or 
expense. It should be clear that the proper 
functioning of a business-enterprise econ- 
omy requires, above all, a dependable 
unit of measurement of pecuniary outgo 
and pecuniary income. And since the 
proper functioning of a particular busi- 
Ness enterprise is the essence of the con- 
troller’s responsibility, any radical unset- 
tlement of monetary values—in other 
words, of the purchasing power of the 
dollar—calls for a drastic review of his 
procedures. 

It is not news that our beloved dollar 
“ain't what she used to be.” But the full 
significance for business management of 
the dollar’s rapid depreciation in recent 
years has hardly yet been grasped. It is a 
commonplace observation, for example, 
that our monetary unit has become “an 
elastic yardstick.” No better illustration 
could be found of the misleading char- 
acter of half-truths. The clear implica- 
tion of an elastic measuring unit is that 
it not only stretches but, upon release 
from tension, recovers its original dimen- 
sion. Thus the simile of an elastic yard- 
stick connotes no more than this: that a 
dollar's value is subject to ups and downs. 
But in truth that has always been recog- 
nized, alike by economists and by busi- 
nessmen. From the days of “continental 
shinplasters,” through nineteenth-century 
episodes of “wildcat banking” and 
“greenback” finance, and twentieth-cen- 
tury experience with clearing-house cer- 
tificates, who indeed has not learned the 
lesson that the purchasing power of the 
dollar fluctuates ? 


PRICE UPS AND DOWNS 


The assumption all along has been, 
however, that the attendant ups and 
downs of prices cancel out in the long 


run. The movements of prices, like the 
oscillations of a pendulum, appeared to 
be, if not self-corrective, at any rate com- 
pensatory. And not only did this assump- 
tion become firmly imbedded in business 
practice; it was implicit, also, in account- 
ing principles, furnishing the main jus- 
tification for nonrecognition of general 
price movements in business record-keep- 
ing. 

Such an assumption is a snare and a de- 
lusion. Those who continue to act upon it 
are due for a rude awakening. They lack 
both historical perspective and insight into 
the meaning of political and social cur- 
rents of our times. As to the first, the sta- 
tistical record plainly shows that, notwith- 
standing the signal advances in technology 
and industrial efficiency, the price level is 
subject to a long-run upward pressure 
that cyclical fluctuations may obscure but 
cannot fully offset. In the half century 
just closed general wholesale prices in the 
United States trebled. As to the temper of 
the times, this country is not going back 
to another 1932 slough of despond. People 
cannot endure and will not tolerate such 
an economic debacle as 1932 prices regis- 
tered. Price recessions doubtless there will 
be. But the 1950's are not going to halve 
the prices that the 1940's doubled. 

It would be of interest to analyze the 
causal forces behind the secular upward 
trend of prices, or depreciation of the dol- 
lar. But that question lies outside the com- 
pass of our subject. Suffice it to say that 


The Controller's Responsibility-Now 


A consideration of how current cir- 
cumstances offset the performance of 
the recognized functions of control 


monetary factors play the dominant role 
in this development and that the seismic 
convulsion of prices in the past decade is 
traceable directly to fiscal policy. At any 
rate it is plain as a pikestaff that the 125 
per cent increase in the wholesale price 
index since 1939, with all the attendant 
distortion in the price structure, has not 
been due to ephemeral “‘credit abuses,’ 
much less to anything so puny as so-called 
“profiteering.” 


GEARING BUSINESS TO THE SHIFTS 


It is not with the causes of this price 
revolution, however, but rather its conse- 
quences for business management in gen- 
eral, and for controllers in particular, that 
we are here concerned. The problem is to 
gear business policies to the radical shift 
in the price level and its prospective con- 
tinuing instability. For it must be empha- 
sized that a movement of this magnitude 
does not, and cannot, “come to rest’’ sud- 
denly. Eventually something approaching 
a new equilibrium within the price system 
may be achieved. 

But meanwhile the feverish advance al- 
ready regisiered has stirred up forces of 
inflation, provoked government controls, 
stimulated far-reaching changes in the pat- 
tern of credit, and created stresses and 
strains in the price structure that will con- 
tinue for some time, probably a long time, 
to make a mockery of the assumption that 
dollar figures in financial statements and 
operating records can safely be taken at 





ALFRED C. BONI, president of Boni, Watkins, Mounteer 
& Co., Inc., New York, has, since 1924, been engaged in 
financial and economic research. In 1933 he collaborated 
in the preparation of an economic study for the U. S. Su- 
preme Court in connection with the “gold-clause” cases. At 
the instance of the General Counsel of the War Shipping 
Administration and certain private transportation interests, 
he appeared as an economist and valuation expert before 
the President's Advisory Board on Just Compensation com- 
posed of Circuit Court Judges Hand, Parker and Hutcheson. 
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face value. Until the force of these dis- 
ruptive influences is spent, controllers are 
apt to find illusory the economic story told 
by bare dollar figures. 


ECONOMIC ANALYSIS NEEDED 

If controllers must be unwearyingly wary 
now—and that is clearly what the facts en- 
join—how can they safeguard themselves 
from the risks of the illusory dollar, and 
their companies from the risks of the 
shrinking dollar? Let’s be concrete. What 
a controller needs, above all, in this situa- 
tion is an economic analysis of his com- 
pany’s financial and operating records de- 
signed to measure, as accurately as pos- 
sible, the impact of an erratic price level 
upon the company’s position and prospects 
(or opportunities >. 


1. Investment 

To illustrate, take first the figures on in- 
vestment in plant and equipment. In your 
balance sheets, if they are typical, this as- 
set category comprises various items ac- 
quired at sundry times. Some are reported 
in, say, 1934 dollars, others in 1939 dol- 
lars, and still others in current dollars. In 
all likelihood the original cost of the 
equipment, as thus recorded, bears slight 
relationship to its replacement cost. 


A suitable economic analysis would un- 
dertake to establish the actual going-con- 
cern value of all plant and equipment 
items in current dollars. Appropriate ad- 
justments would be made in subsequent 
years to reflect year-to-year changes in the 

rice level. These adjusted figures would 
“ compared with the book values of the 
several asset items and the net effect of 
the adjustments or the capital accounts 
would then be computed. This might take 
the form of a memorandum account which, 
set opposite the ‘‘Accounting’’ Surplus 
item in the balance sheet, might be en- 
titled, for example, ‘True Surplus.” In 
this way the course of the actual changes 
in the company’s capital accounts could be 
traced, freed of the adventitious effects of 
external economic influences. 


2. Gross Sales 

A similar economic analysis of operat- 
ing records would be even more helpful 
in enabling the controller to discharge his 
heavy responsibilities in these troubled 
times. Take, for example, the basic item 
of gross sales. Sales volume depends upon 
many variables, of which the efficiency of 
the sales organization is only one—and 
not always the most decisive one. No mat- 
ter how diligent the selling effort or how 
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“so, after you fired me from the chief accountant’s 
job, | went and applied for this job with the Govern- 
ment. Well, down to business, eh, Mr. McElroy?” 
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artful the sales strategy, the results of a 
season's campaign may fall short of legiti- 
mate expectations. And no matter how 
slack the selling effort or how fumbling 
the sales strategy, the orders turned in 
may exceed the goal set—may look more 
gratifying than they really are. In either 
case the company’s prices may have been 
“out of line,” the design of its products 
a misfit for the times, or (more likely) 
the potential absorptive a of the com- 
pany’s market misjudged. 

Let us consider for a moment the first 
and last of these factors. A periodic eco- 
nomic analysis would include a review of 
changes in the company’s unit selling 
prices in relation to those of (a) unit ma- 
terial costs, (b) unit labor costs, (c) com- 
petitors’ prices, (d) prices of substitute 
products, (e) price indices of consumers’ 
goods, nondurable or durable, as the case 
may be, and (f) wholesale commodity 
prices in general. 


3. The Company's Market 

Such a survey would also attempt a 
fairly definite delineation of the com- 
pany’s market, actual and 1s conage This 
phase of the inquiry would begin with a 
determination of the correlation between 
the company’s sales and indices of business 
activity in cognate lines. The survey would 
proceed to an analysis of the relationship 
of the movements of these several series to 
the pattern of fluctuations in consumers’ 
disposable income. In this way it would 
be feasible to establish the practical limits 
of the company’s primary market, to de- 
vise a significant index of this absorptive 
power, and to estimate with reasonable 
accuracy the elasticity of demand for its 
products. Such information should be an 
invaluabie aid not only in interpreting the 
actual sales record, but also in formulating 
price policies. 


4. Labor and Materials Costs 

Other significant items in the operating 
records requiring intensive analysis to de- 
termine the extent to which external fac- 
tors have affected operative efficiency are 
the costs of labor and materials entering 
into “cost of goods sold.” If the company’s 
practice is to charge goods in process for 
materials either at specific-lot prices as 
stocks of particular items are drawn upon 
or at average prices paid therefor during 
the period, then the accounting cost of 
goods sold will fail to reflect the real 
changes in the company’s inventory posi- 
tion. In a period of such sharply rising 
labor and material prices as have character- 
ized the postwar years, the company’s cost 
of goods sold will have been seriously un- 
derstated and its profits correspondingly 
overstated. The deficiency is the greater 
when used in conjunction with the lowest- 
of-cost-or-market rule and when applied 
to items of which the inventory is rela- 
tively large and the turnover slow. Even 





if the LIFO method of inventorying is fol- 
lowed, it provides only a partial corrective. 
And, though LiFo inventorying tends, on 
the whole to make the cost figures in the 
Operating records more realistic, by itself 
it actually aggravates the distortion in 
, current asset accounts in the balance sheet. 


5. Depreciation on Plant and Equipment 

Finally, to take but one more illustra- 
tive income-statement item requiring eco- 
nomic analysis to facilitate the controller's 
task, consider for a moment the vexing 
question of depreciation on plant and 
equipment. Controllers hardly need to be 
told that depreciation charges based, as 
they commonly are, on the recovery of 
original cost during the prospective life of 
the given facilities are apt to prove grossly 
inadequate to cover replacement cost in 
present circumstances. Unless the company 
is in a quite different position in this re- 
spect from the majority of manufacturing 
companies, it is a reasonable estimate 
(based on analysis of the present cost of 
replacement of the fixed assets of “‘all 
corporations” engaged in manufacture) 
that its profits have been overstated during 
the past five years by from ten to twenty 
per cent. 

A carefully devised economic analysis 
would utilize indices of construction costs 
and of industrial machinery prices in con- 
junction with ledger data on period and 
cost of acquisition of depreciable assets 
and experience records of the term of use- 
ful life, to estimate the amount of the 
provision—supplementary to standard de- 
preciation charges—necessary to enable the 
company to maintain its capital intact. By 
such a procedure an expensive and time- 
consuming engineering appraisal could be 
dispensed with. 


6. “True” vs. Accounting” Surplus 

Finally, when indicated adjustments of 
the foregoing sort have been made they 
too would be reflected in the “True Sur- 
plus’’ Account in the same manner as the 
adjustments to the capital accounts. Com- 
parison of the year to year changes in the 
“True Surplus’’ (memorandum) account 
with those in the ‘Accounting’ Surplus 
account would then enable the controller 
to determine at once the extent to which 
management's own efforts had been re- 
sponsible for realized profits or losses. For 
example, when a recession occurred the 
“True Surplus” (memorandum) account 
would ordinarily show that part or all of 
the adverse turn of affairs derived from 
circumstances beyond management's con- 
trol. It would also disclose how far man- 
agerial efficiency and ingenuity had suc- 
ceeded in counteracting those depressive 
forces. 

The results will be signally useful for 
the controller; a comparison with results 
indicated by financial statements and op- 
erating records prepared in accordance 
with conventional procedures will show 
how seriously misleading naked dollar 
data have become nowadays. Let it be 
understood, of course, that this is not 
questioning accounting principles or at- 
tacking orthodox record-keeping practices. 
One recognizes that there are weighty ar- 
guments against deviations in the accounts 
from the settled form that “the books’ 
shall report faithfully actual transactions. 
All that is urged is the advantage to the 
controller of a periodic economic analysis 
to supplement the regular statements of 
financial and operating results with a 
view to clearer disclosure of the true posi- 
tion of the company and a more accurate 
assessment of its operating efficiency. Only 
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in the light of an estimate of the impact 
of external conditions on the company’s 
operations can its controller appraise justly 
managerial performance and frame wisely 
its future policies. 


SUMMARY 


In summary, the object of such a study 
as has been suggested would be a prac- 
tical one; to establish realistic He 
(that give due weight to changing ex- 
ternal economic conditions) for periodic 
review of the achievements of the com- 
pany’s management and the efficiency of 
its Operations. Such a review would aid 
the controller materially not only in main- 
taining intact his company’s capital during 
these turbulent times, but in guiding its de- 
velopment along the most promising lines. 
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CONTROLLERS, 
AUDITORS: 


CUMMINS 300 Perforator cancels 
entire invoice bundles at one punch. 
No skipping, no altering, no eradica- 
tion possible. Automatic, electric, 
foolproof. Remember, “you can't 
erase a hole.” 


You need not change present sys- 
tems. CUMMINS can help you 
strengthen any accounting or con- 
trol system with no change in 
present methods or forms. Use 
CUMMINS perforators to cancel, 
validate, number, receipt, code; 
101 protective uses. 


IN BUSINESS AND BANKS SINCE 1887 
ORIGINATORS OF PERFORATORS 


Cummins 


Cummins-Chicago Corp., Chicago 40, Illinois 


See your Cummins man today. Mail this coupon! 


Cc ins-Chicago Corp i 

Chicago 40, Ill., Dept. CM-751 
Simply clip to your letterhead and mail. 

(CD Please send me details on free, confidential 
survey of our internal controls 

CJ On check signers. 
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Testing Promotable Employes 


(Continued from page 311) 


| pected to carry in full the responsibility 
| pertaining to each particular assignment. 
| In most cases, his salary is charged to the 
pay roll of the department in which he is 
| working, thus emphasizing to each suc- 
cessive supervisor the necessity for making 


| the trainee fully productive as soon as 


| possible. 


A Continuing Program 
By no means is all training formalized 


by being reduced to a specific job rota- 


| tion schedule. After a man has started 

| to move up in the organization, all ac- 
tivities on which he is placed have value 
for training purposes. A conscientious ef- 
fort is made to see that promotable men 
are not kept too long on one job, and to 
assure that in their successive job assign- 
ments they have an opportunity to broaden 

| and enrich their experience. This principle 
applies even though some assignments 
can and usually do last for a period of 
several years. In this connection, it should 
be emphasized that executive develop- 
ment is viewed as a process that goes on 
constantly and at all levels of the organiza- 
tion. For purposes of the Sears program, 
the store manager who is promotable to 
zone manager is just as much “in train- 
ing’’ as a new college recruit. 


PERSONAL INITIATIVE STRESSED 
Perhaps the most distinctive feature of 
the Sears executive training program is 


the extent to which it depends on the 
initiative and self-reliance of the individ- 
ual trainee. This applies as much to the 
young man just getting started as to the 
man approaching the highest levels of the 
organization. If a man is ambitious to get 
ahead and has the capacity to support his 
ambition, it is assumed that he will learn 
what he needs to learn without any ne- 
cessity for ‘spoon feeding.”” The process 
of executive development is conceived as 
essentially a personal process. It is con- 
sidered axiomatic that no amount of or- 
ganized training, of the job rotation type 
or otherwise, can ever take from the in- 
dividual himself responsibility for his 
own increase in knowledge and under- 
standing and for his own growth and 
progress. 

After all, the primary aim of the Sears 
program is the development of executives 
with a strong sense of initiative and self- 
reliance. Care has been taken, therefore, 
to avoid any elaborate system of training 
aids or other guides and supports that 
might compromise this aim. This is not 
exactly an easy system for the individual. 
It places a high premium on personal 
maturity and self-sufficiency. Those who 
do not have these qualities in adequate de- 
gree are not likely to move far; those who 
have them will take full advantage of the 
opportunities afforded by the training pro- 
gram and thereby demonstrate their capac- 
ity for continued movement within the 
organization. (To be continued.) 
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grt HIGHER PRICES on nearly every- 
thing which is purchased, the average 
American family bought 41% more goods 
in 1950 than it did back in 1939, ac- 
cording to a study by Economic Account- 
ing, Inc., a nonprofit research and edu- 
cational institute. 

An analysis of data compiled by the 
U.S. Department of Commerce indicates 
that there has been this large increase in 
the standard of living of the average 
American family despite the fact that it 
paid 78% higher prices in 1950 than it 
did in 1939. 

Economic Accounting, Inc., bases its 
conclusions on measurements of the five 
forces which control standards of living 
and three that determine the price of 
goods. These forces and measurements 
are: 


1. The number of workers increased 
from 45,750,000 to 59,957,000. This was 
a 31% increase from 1939 to 1950. On 
the average a larger proportion of the 
total population was working. 

2. The average hours of work per week 
increased from 37.7 to 40.5, or 714%. 

3. Productivity was 18% higher in 1950 
than in 1939. More goods oo 
in each hour of work. Increased produc- 
tivity resulted from improved skills, new 
discoveries, and more manufacturing fa- 
cilities. Productive facilities investments 
by businesses increased about $60 billion 
in this eleven year period. Productivity in 
many industries increased much more than 
18% in these years. This is the average 
for all workers, including governmental 
employes, clerical and professional work- 
ers. 

Total production of goods in 1950 was 
66% larger than in 1939. 31% more 
workers working 714% more hours and 
producing 18% more each hour increased 
the supply of goods 66%. But the family 
standard of living increased only 41%. 

Two of the five factors which determine 
the standard of living explain why even 
though 66% more goods were produced 
by all workers, only 41% more goods were 
available to the average family. 

1. Business, government, and exports 
appropriated a larger share of the goods. 
These took 33% of all goods in 1950 and 
only 27% in 1939. This reduced the share 
of all families from 73% to 67%, or a 
6% reduction. 

2. The number of families increased by 
1214%. There were 40,000,000 families 
in 1939 and 45,000,000 in 1950. 

66% more goods reduced by 6% be- 
cause of a larger share to business, gov- 
ernment and exports reduces the supply 
available to families to an increase of 
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U.S. Family Living Standard Up 41% Since 1939 


MONEY COSTS FOR AN AVERAGE FAMILY IN 1950 WERE: 


Cost of the 1939 quantities of goods at 1939 prices 
Cost of 41% more goods at 1939 prices 


Total cost in 1950 if prices had not been inflated 


Cost of inflation of prices: 
Wages, salaries, and earnings of 
workers, 84% 


$1686 
696 


$2382 


farmers and professional 
1286 


Consumption of productive facilities, rents, interest, and 


profits on capital, 41% 


Taxes collected from families by business enterprises, 120% 


Total inflation, 78% 


Total price of goods purchased by 


56% (166% x 94% = 156%). This 
56% increase divided among 1214% 
more families reduces the quantity to the 
average family to an increase of 41% for 
1950 over 1939. 

Living standards of families are de- 
pendent on how these factors are man- 


aged: 


Number of workers 

Hours of work per week 

Productivity—Output per hour of work 

Quantities of goods used by business, 
governments, and exports 

Number of families 


Proper management of these factors 
will provide for higher standards of liv- 
ing even though armed forces consume as 
much as 40% of the quantity of goods 
now being produced. 


236 
336 


$1858 








average family in 1950 


The prices paid for goods are the totals 
of the prices paid for work; interest, rents, 
consumption of and profits on capital; 
and taxes collected by business enterprises. 

These several prices can be managed to 
inflate the prices of goods or to lower 
them. They can also be managed to benefit 
some people and to injure others or to 
benefit all citizens. 

Standards of living are determined by 
the quantities of goods produced and the 
distributions thereof to users. 

Prices are determined by other forces. 
There is no direct connection between 
standards of living and prices. Standards 
of living can advance or decline regardless 
of whether prices are inflated, deflated, or 
held level. Contrawise, prices can change 
regardless of whether standards of living 
advance, decline, or remain unchanged. 
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Immediate End of Nonmilitary Spending 
Is Urged by Rowland R. Hughes 


Immediate suspension of all nonmili- 
tary federal spending programs as the 
first step in cutting $10 billion from the 
projected $71.6 billion federal budget 
was proposed by Rowland R. Hughes in 
an address before the St. Louis Chamber 
of Commerce. Congress has lost annual 
control of much federal spending, he 
said, as a result of authorizations car- 
ried over from year to year which pre- 
vent reductions by the appropriation 
committees. 

The ‘‘clean-slate” approach to federal 
spending problems promises “real re- 
sults,” said Mr. Hughes, comptroller of 
the National City Bank of New York. A 
member of the Controllers Institute's 
Committee on Federal Taxation, he is 
one of the five private fiscal experts on 
the Committee on Federal Tax Policy, 
which made the clean-slate proposal re- 
cently. 

“We say clean the slate by suspending 
all these multiform requirements and 
then only restoring those that can be 
justified on their merits today,” he ex- 
plained. ‘Everyone will be treated 
equally—no favorites. No one, therefore, 
has any valid basis for a claim of dis- 


crimination. Everybody in the age limit 
is subject to military draft under that 
legislation. This is a similar treatment for 
expenditures.” 

Two additional steps would follow 
the suspension of nonmilitary spending 
programs: 

1. The Budget Bureau, with no com- 
mitments to any program or group, 
would prepare a new budget totalling 
$10 billion less than the present $71.6 
billion. 

2. Congress would then consider the 
revised proposals on a clean-slate basis 
and would permit no additional expend- 
itures not proposed by the Budget Bu- 
reau, unless a corresponding amount 
were cut from other Budget Bureau pro- 


posals. 


Mr. Hughes indicated that if Con- 
gress is unable to carry out this ‘‘drastic”’ 
proposal this year, similar savings would 
be available next year. “The need for 
reduction in federal spending will be 
just as great next year,” he said, adding, 
“The battle against inflation pressures 
from unwise fiscal policies and deficit 
financing is a continuing one.” 
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THE NATURAL BUSINESS YEAR? 


You will find the answers to this question in an informative 


article from a recent issue of The Journal of Accountancy. 
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The Committee on Federal Tax Policy 
supported its proposal for a clean slate 
with a blueprint for federal economy. 
Mr. Hughes outlined possible areas for 
savings as follows: 


1. A prompt withdrawal of the Fed- 
eral government from the lending field, 
and a limitation of its future loan op- 
erations to servicing and collecting out- 
standing loans, with an estimated saving 
in fiscal 1952 of $1.5 billion. 

2. A deep cut in the public works 
program and a suspension of all projects 
not contributing directly to some essen- 
tial defense purpose, with a resultant 
saving in fiscal 1952 of $750 million. 

3. Drastic curtailment of federal aid, 
grants, subsidy and special services pro- 
grams, largely by making the states re- 
sponsible for various services now 
supported by the Federal government, 
with an estimated saving of $3 billion 
in fiscal 1952. 

4. Immediate application of remain- 
ing reforms outlined by the Hoover 
Commission and a general tightening up 
of federal management to eliminate 
waste, with a saving of $1 billion in 
fiscal 1952. 


Adding another $2 billion in savings 
resulting from sale of loans, mortgages, 
and commodities, the Committee ar- 
rived at a nondefense reduction goal of 
$8.25 billion. It warned, however, that 
“the precise amounts in the budget total 
that can be eliminated by applying stand- 
ards of prudent judgment will have to be 
carefully worked out by Congress, with 
the aid of the Administration and the 
alert and continuous active support of 
the public.” ‘ 

With respect to defense expenditures, 
the Committee noted that no attempt 
was made to determine how much aa 
be saved from the $7 billion included in 
the 1952 budget for international aid, or 
in the $41 billion listed for the military. 
It also suggested further savings by more 
exhaustive inspection of civilian expendi- 
tures. 

“Giving recognition to the very many 
additional opportunities for saving, it is 
conservative to conclude that a reduc- 
tion of at least $10 billion is possible, 
while still leaving intact all the govern- 
ment that a free nation requires,” said 
the Committee. 

“If we as citizens insist on reductions 
in expense, we can lift the inflation threat 
of deficit financing,” said Mr. Hughes. 
“We shall be able both to build our de- 
fense force and also keep our economy 
strong.” 


THE CONTROLLER * JULY, 1953 









MILWAUKEE CONTROL IS HOST AT MIDWESTERN CONFERENCE 





The initials of Controllers Institute of America form the back- 
ground for this photograph of the luncheon session on June 
1 at the 1951 Midwestern Conference. A record-breaking at- 
tendance featured the event, which was sponsored by the Mil- 
waukee Control of the Institute. 


H. A. Papenfoth Heads N.A.CA. 


HERMAN A. PAPENFOTH, secretary- 
treasurer of the 
Trumbull Elec- 
tric Manufactur- 
ing Co., Plain- 
ville, Conn., was 
elected president 
of the National 
Association of 
Cost Account- 
ants for the 
1951-52 year, at 
the annual meet- 
ing held in con- 
junction with 
N.A.C.A.’s 32nd annual international cost 
conference. Mr. Papenfoth is member 
#1293 of Controllers Institute. 





MR. PAPENFOTH 


VICE PRESIDENTS AND DIRECTORS 
Elected as vice presidents were Lyle C. 
Bollinger, assistant secretary and control- 
ler of the Ideal Roller & Manufacturing 
Co., Chicago; Arthur C. Chubbuck, part- 
ner of Patterson, Teele & Dennis, Boston; 
Robert E. Derby, Pacific Area manager of 
the Monarch Marking System Co., Los 
Angeles; Francis H. Hall, controller of 
Farrel-Birmingham Co., Inc., Ansonia, 
Conn.; George E. Hallett, controller and 
assistant secretary of Tung-Sol Lamp 
Works, Inc., Newark, N. J.; John B. 
Inglis, partner of Price, Waterhouse & 
Co., New York; William E. Jackman, 






Those at the head table include, besides officers and direc- 
tors of the Milwaukee Control and the national organization, 
CHARLES A. KLINE, JR. and HOWARD L. HESSLER, of E. |. du 
Pont de Nemours & Company, who presented the story of 


the du Pont organization’s system of performance appraisal. 


comptroller’s staff member of Eastman 
Kodak Co., Rochester, N. Y. and 
I, Wayne Keller, assistant controller of 
Armstrong Cork Co., Lancaster, Pa. 
Philip ]. Warner, president, Ronald Press 
Co., New York, was reelected treasurer. 
The new directors for two-year terms, 
1951-53, are Sterling K. Atkinson, profes- 
sor of accounting at Temple University, 
Philadelphia; D. Dean Barbor, treasurer 
and secretary of York-Shipley, York, Pa. ; 
Nelson J. Bowne, works controller of the 
De Laval Separator Co., Poughkeepsie, 
N. Y.; Harry R. Brown, controller of 
Horace Link & Co., Paris, Ill.; William T. 
Brunot (reelected), controller of Rey- 
nolds Metals Co., Richmond, Va. ; Exgene 
E. Burks, divisional controller of Bendix 
Aviation Corp., Davenport, Iowa; John J. 
Chandler, secretary-treasurer and control- 
ler of Mid-States Gummed Paper Co., Chi- 
cago; James B. Fenner, vice president and 
controller, Electric Auto-Lite Co., Toledo. 
The slate continues with Donald ]. 
Guth, assistant treasurer of Solar Aircraft 
Co., Des Moines, lowa; Verne D. Hanna, 
assistant treasurer of Calumet & Hecla 
Consolidated Copper Co., Detroit; Doug- 
las C. Higginbotham, director of account- 
ing of the Texas Refining Division of 
Gulf Oil Corp., Port Arthur, Texas; Mil- 
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ton Hudders, vice president of Recording 
& Statistical Corp., New York; Herbert T. 
McAnly, potas Se of Ernst & Ernst, 
Cleveland, Ohio; Willard H. Moyer (re- 
elected), secretary-treasurer of Bethlehem 
Foundry & Machine Co., Bethlehem, Pa. ; 
Moritz E. Pape, general auditor of the 
Pacific division of Consolidated Chemical 
Industries, Inc. and Leonard D. Riccio, 
C.P.A., Manchester, N. H. 

Also H. Leslie Rogers of H. Leslie Rog- 
ers Co., Los Angeles; Harold E. Rowles, 
treasurer of Stecher-Traung Lithograph 
Corp., Rochester, N. Y.; Raymond D. 
Stowell (reelected), chief accountant and 
general manager of the New System Laun- 
dry and Dry Cleaners, Rome, N. Y.; 
Charles F. Swanson, controller of the 
Magee Carpet Co., Bloomsburg, Pa. ; Nor- 
man H. S. Vincent, partner of Robert 
Douglas & Co., Boston; Wayne B. Wagar, 
firm member of Wagar, Lunt & Oehring, 
Saginaw, Mich.; Myron W. Whitbeck, 
comptroller, Mica Insulator Co., Schenec- 
tady, N. Y.; J. Kiernan White (re- 
elected), assistant secretary-treasurer, the 
Murray Co. of Texas, Inc., Dallas, and Ar- 
thur R. Wiley, warehouse manager, A. G. 
Spalding & Bros., Inc., Chicopee, Mass. 

Stanley Z. Bronner, assistant treasurer 
and director of budgets and costs of 
Bridgeport Brass Co., Bridgeport, Conn., 
was elected to serve as a director for an 
unexpired term of one year. 
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South's Economic Role in Emergency 


HE SOUTH’S natural and human re- 
[ preci and their potentialities for help- 
ing out in the present national emergency 
were discussed at a Washington news con- 
ference by representatives of the Commit- 
tee of the South of the National Planning 
Association. 

Comments were based on “Economic 
Resources and Policies of the South,” a 
460-page analysis of the resources of the 
South and the economic policies necessary 
to use them to raise southern incomes. 


NPA spokesmen said this study should 
be of the greatest use in making current de- 
cisions on national policy as they affect the 
South in relation to the nation as a whole. 
The necessary background for analysis of 
agricultural price and production policies, 
industrial location policies, wage and labor 
policies, as well as policy in the utilization 
of manpower, are set forth in convenient 
form for use by planners in industry, agri- 
culture, labor and government. 

The book, published by the Macmillan 
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Bonds as Investments... 


from the pension fund 
Viewpoint 


Hi] HE MARKETABILITY of a bond is 
of minor significance in pension, 
insurance or endowment fund 

SSS] investment, for in practice such 
funds seldom sell their holdings before maturity. 
Nor does tax exemption have any plus-value for 
a pension fund whose every investment is tax- 
exempt by law. 
€ The issues of lesser known corporations 
and municipalities, both taxable and tax-exempt, 
may well be investigated by the fund investor. 
Since excess marketability commands a price, it is 
possible that many such investors are paying a 
premium for bonds that can be equalled in security 
and exceeded in yield —by less marketable issues. 
@ Halsey, Stuart & Co. Inc. makes available a 
wide volume and diversity of bonds for all invest- 
ment needs. Send without obligation for our 
latest offering list. 
gaa 


HALSEY, STUART & CO. Inc. 


123 SOUTH LA SALLE STREET, CHICAGO 90 + 35 WALL STREET, NEW YORK 5 
AND OTHER PRINCIPAL CITIES 
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Company, is the result of approximately 
three years’ work by two prominent south- 
ern economists, Calvin B. Hoover, chair- 
man of the Department of Economics of 
Duke University, and his colleague at 
Duke, B. U. Ratchford. 

E. W. Palmer, who is chairman of the 
NPA Committee of the South and presi- 
dent of Kingsport Press, Kingsport, Tenn.., 
urged that the South’s large reservoir of re- 
sources be fully utilized in the battle for 
maximum production in the present crisis: 


"This study presents the most complete and 
current picture of the southern economy 
ever available to us. Such an unprecedented 
inventory of the South, accompanied as it 
is by recommendations for future policies, 
will be useful for many years to come. But, 
completed about the time of the Korean 
War, it provides much needed guides— 
both to southerners and to others who want 
to boost national production—on the way 
to get maximum use out of the South's 
growing industry and achieve much greater 
development during the present national 
crisis. Especially helpful in these respects 
are the analyses of the effects of World 
War Il upon the industrialization of the 
South and its discussion of the current 
status of plants constructed as a part of the 
munitions program of World War Il. We 
have much to learn from this all-too-recent 
history.” 


Aside from the present emergency, the 
NPA spokesmen stressed the favorable 
outlook for the South’s long-range devei- 
opment—provided the economy of the 
whole country remains sound. Their com- 
ments bore out these conclusions of Pro- 
fessors Hoover and Ratchford: 

“In every major sector of its economy, 
the South has made substantial progress in 
the past twenty years. In every sector except 
agriculture it has made gains in relation 
to the rest of the country. While agricul- 
ture remains of dominant importance in 
the South, it is declining in relative im- 
portance because of declining acreage un- 
der cultivation and because of the growth 
in other sectors of the economy. 

“The gains, however, have much of the 
same general pattern, so that when they 
are compared they tend to confirm each 
other. They indicate that economic prog- 
ress has been broad and general, reaching 
into every segment of the economy and 
they, therefore, are more likely to be per- 
manent than if they were restricted to a 
few special sectors. Further, there are indi- 
cations that this is a balanced development 
in which the gains feed upon themselves 
and re-enforce each other rather than com- 
peting among themselves. In other words, 
it may be that the South is over the hump 
in economic development and may find the 
going easier in the future.” 

The fact was recognized by the NPA 
conferees that almost all of the South's 
gains have been made in periods of recov- 
ery, rising prices, and active demand. 
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School Service on 
Company Time 
Approved by SO (N.J.) 


Recognizing the importance of the 
American public school system in main- 
taining our democratic institutions, and 
realizing that there is a widespread feeling 
that business men do not take a sufficient 
interest in their schools and in their prob- 
lems, Frank W. Abrams, Chairman of the 
Board, Standard Oil Company (New Jer- 
sey), recently told the National Citizens 
Commission for the Public Schools: 

... “Our board of directors has 
adopted the following statement which is 
being brought to the attention of our 
employes: 


The importance of our public school 
system to the growth, prosperity, peace, 
and security of our country can scarcely 
be over-estimated at any time. Its signifi- 
cance is never more apparent than in times 
of emergency. At times like these the re- 
lationship between freedom and a liter- 
ate and educated population is thrown 
into clear focus. 

American business enterprise is aware 
of its great debt to the public school sys- 
tem of this country, because that system is 
essential to the survival and growth of 
business. 

The right and duty of the individual to 
support our public school system is clear. 
One such duty is, of course, that of paying 
taxes. But it seems to us clear that the obli- 
gation of each of us as an individual runs 
beyond mere payment of taxes. 

Over the years many Jersey Standard 
employes have participated actively in 
their local school programs. The company 
would like to see more of its people take 
an active interest in the problems and op- 
portunities facing the public schools in 
their own communities. Obviously, the 
conditions affecting the individual's ability 
to participate in school activities will 
vary, but our company encourages its em- 
ployes, as good American citizens, to un- 
dertake this important work. 


“Where circumstances warrant,” Mr. Ab- 
rams said, ‘and in line with company 
policy and other fields of citizenship re- 
sponsibility, company time may be allowed 
for such activities. Copies of this state- 
ment are also being sent to our affiliated 
companies for their information, with the 
thought that they may want to take similar 
action.” 





COST AND BUDGET SYSTEMS 
ORGANIZATION AND PROCEDURAL 
STUDIES 
CO-OPERATIVELY DEVELOPED 


ARTHUR LAZARUS COMPANY 
Management Consultants 
70 Pine Street - New York 5 
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IDEAS FOR SHIPPING ORDERS 





FASTER 


Paperwork Simplification 


Customer's name, full details, on request. 


ANTICIPATING a rising volume of orders, a midwest 
furniture manufacturer welcomed the continuing service 
of Standard’s representative in re-study of a key record sys- 
tem—a system which itself had ower reduced the paper- 
work required” a few years before. The striking outcome 
of thorough A,B,C analysis, (outlined below) is fully de- 
scribed in PS. 18* ... 


A. Develop the best procedure. Tabulating department im- 
mediately originates order-booking, shipping & invoice 
forms, freeing Shipping of paperwork delays. 

B. Simplify the writing method. Shipping typist easily reop- 
erates tabulated 8-part Kant-Slip form on typewriter also 
equipped with pinfeed platen, to add several entries only. 


€&< Design the most efficient form. Half the total number of 
copies written before, now convey information better. 


Paperwork Simplification is being directed today to helping 
our customers get the most out of their Standard Register 
systems. Representatives, analysts, form designers, service- 
men are re-examining systems . . . against today’s require- 
ments . . . with the above three basic objectives. 


* “PS.” ideas and information are available to all. Write 
for recent issues of Paperwork Simplification magazine. 
The Standard Register Co., 4407 Campbell St., Dayton 1, 
Ohio. 








DUAL FEED 
Registers 2 different 
forms for | continu- 
ous typing operation 





BURSTER-IMPRINTERS. 
Sign, date, number, 
trim, teor off, stack 
Kant-Slip forms 





UNIT ZIPSET FORMS 
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DIRECT PLACEMENT OF CORPORATE SECURITIES* 
E. Raymond Corey 


Reviewed by J. L. BATCHLER 
Secretary 

Kansas City Life Insurance Company 
Kansas City, Missouri 


“Direct Placement of Corporate Securi- 
ties” is a scholarly presentation, well writ- 
ten in an interesting vein, with generous 
use of graphs and charts adding visual un- 
derstanding to the text. The author is as- 
sistant professor of Business Administra- 
tion at the Harvard Business School. 

The book, based on a thesis submitted by 
Professor Corey in partial fulfillment of 
the requirements for the degree of Doctor 
of Philosophy in the Faculty of Arts and 
Sciences of Harvard University, is pre- 
sented in two parts. Part One, composed of 
nine chapters, develops the subject step by 
step for eight chapters and then in the 
ninth views it in perspective. Part Two, 
covering chapters ten to thirteen inclusive, 
records case studies of financial negotia- 
tions by four outstanding corporations. 

The direct or private placement of loans 
by corporations is of comparatively recent 
development. Need for this type of financ- 
ing is verified by the 1946-1949 figures. 
Of $26.8 billion of corporate security is- 
sues, $9.9 billion were handled by direct 
placements. In this four year period 36.7% 
of all corporate security flotations were by 
direct placement while in the year of 1948 
alone the figure reached 45%. 

The author defines direct placement as 
the procedure in which the corporate issuer 
and the institutional investor deal directly 
with each other, with or without the aid 
of an intermediary, in establishing the 
terms of a security issue, and in which 
title to the security, or securities, is taken 
directly by the final holder. In pursuing the 
subject he remains within this interpreta- 
tion. 

Private placements are taken almost en- 

* Published by the Harvard Business School, 


Division of Research, Soldiers Field, Boston 
63, Mass. 1951. $3.50 
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tirely by institutional investors. From the 
very beginning life insurance companies 
lead the field of purchasers. As an example, 
in 1947 banks took 3% of the total of di- 
rect placements while life insurance com- 
panies purchased 93%. It is estimated that 
by dollar volume, the 18 largest life insur- 
ance companies out of almost 600 com- 
panies, have acquired 90% of all directly 
negotiated securities. In the 1946-1949 
period covered by this study, these com- 
panies financed by direct placement 61% 
of all the corporate securities they pur- 
chased. The principal amount of private 
placements, as a percentage of the total 
dollar amount of corporate securities pur- 
chased by each of these companies, ranged 
from 8% to 83%. Generally, private place. 
ments are negotiated individually but fre- 
quently two or more companies join to- 
gether to complete a transaction. 

Of the direct placements acquired by 
these life insurance companies during this 
period, 97.4% consisted of debt issues. 
Approximately half of the debt issues by 
both dollar amount and number were ne- 
gotiated as notes and almost three-quarters, 
by dollar amount, of all note issues provide 
for maturities of 15 years or over. All of 
the debt issues are comparatively long ma- 
turities. During the period, 60% of the 
total number and 96% of the total amount 
of all issues negotiated by the 18 companies 
were for amounts over $1 million. 

It is interesting to note that private 
placements have been undertaken prima- 
rily by medium- and large-size firms. Fig- 
ures for 1948 reported by 17 of the large 
life insurance companies, show that 88% 
of directly placed corporate bond issues 
were issued by corporations each having 
more than $10 million in total assets. 

Direct placement financing by life com- 
panies has been widely distributed over all 
segments of industry. However, during the 
postwar years, 48% of the total went to 
finance chemicals and allied products; oil 
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production, transportation, and refining; 
natural gas production and gas pipe lines; 
electric light and power; and short-term 
credit agencies, other than banks. 

With the increase in assets to meet pol- 
icy reserves, together with investment pay- 
ments and maturities equaling in excess of 
$10 billion annually, the problem of in- 
vesting life insurance funds becomes in- 
creasingly difficult. This situation has been 
aggravated by the accompanying decrease 
in mortgage and corporate securities avail- 
able. Legal restrictions as to type and qual- 
ity further complicate the investment proc- 
ess. The large increase in government 
bonds in the life insurance portfolios re- 
flects the lack of other approved investment 
sources. While life insurance companies 
have to compete with other investors in 
the public securities market, it is said that 
they enjoy competitive supremacy in the 
field of direct placements. This is because 
of the size of the credits they are able to 
extend and the length of the maturities 
they can grant. 

The choice of a method of financing by 
business management involves not only 
the selection between public and private 
sale of securities but it also presents the 
questions of equity versus debit financing 
and short-term versus long-term borrow- 
ing. The general trend in business financ- 
ing has been toward long-term debt and 
away from equity issues and short-term in- 
debtedness. The small difference in inter- 
est rates on short-term and long-term loans, 
since the war, has increased the movement 
toward the long-term loan. 


Direct Placement Financing 
vs Public Market Trading 

Financing through direct placement has 
a number of advantages, not the least of 
which is the ability of the borrower to se- 
cure a firm commitment at the close of 
negotiations. Most businessmen like to ne- 
gotiate with the institutional investor for 
additional reasons. Terms can be reached 
on a “tailor-made” basis without the dan- 
ger of an unfavorable reception in the pub- 
lic market. Final arrangements are mutu- 
ally agreeable to the corporate issuer and 
the investor. Although cost advantages 
aloe do not appear to be sufficient to de- 
cide in favor of direct placement, bankers’ 
fees, trustees’ fees and printing charges 
are materially less. 

Not all of the advantages are on the side 
of direct placement. Considerable value 
must be given to the fact that securities 
traded in the public market have a recog- 
nized sale value and an accepted rating. 
While these standards may or may not ac- 
curately reflect the quality of the security 
they do provide a credit rating of value to 
anyone interested in the issues of the cor- 
poration. Securities traded in the public 
market may, on occasion, be repurchased 
by the corporation at an advantageous 
price. The public distribution of securities 
no doubt has a public relations value to the 








successful corporation. Wide public ac- 
ceptance of a company’s securities assures 
a market for future issues. 

The Securities Act of 1933 exempts 
from registration with the S.E.C. “‘transac- 
tions by an issuer not involving any public 
offering.” In 1941 hearings held on pro- 
posals to amend the act, 126 companies out 
of 144 said that the cost and complexities 
of registration with the S.E.C. had been at 
least partially responsible for their placing 
securities directly. The advantages of the 
exemption from the S.E.C. regulations, 
the savings in time and expense, together 
with the burden of liability associated with 
the act, have been potent reasons for the 
growth of direct placement. However, the 
requirements of the act are probably only 
important in determining the method of 
financing when the timing of the flotation 
is affected. 

Failure by Congress to provide a specific 
definition of “public offering” has pre- 
sented a problem to those corporations con- 
sidering new financing. In a 1935 opinion 
of the S.E.C. General Counsel, it was stated 
that the number of offerees and their rela- 
tion to each other, the number of units of- 
fered, the size of the offering and the man- 
ner in which the offering is made will be 
taken into consideration in rendering a de- 
cision as to the private or public nature of 
the offering. It is believed that the sugges- 
tion that the offerees in a direct placement 
must be limited to a certain unspecified 
number has been one factor in confining 
the majority of private placements to a 
small number of institutional investors. In 
view of the fact that the issuers and in- 
vestors negotiate in good faith with full 
knowledge of all material facts, and that 
direct placements are seldom if ever resold, 
such issues do not violate the basic ideas of 
the Securities Act of 1933. 

As some state and federal agencies re- 
quire that securities be sold only through 
open competitive bidding, a large segment 
of industry is deprived of direct placement 
as a means of financing. Railroads and pub- 
lic utilities, in particular, are affected. 
However, the Federal Power Commission 
does allow selective competitive bidding 
to issuing companies which does not pro- 
hibit direct negotiation with institutional 
investors. 

There are several advantages to the insti- 
tutional investor in the direct purchase of 
corporate issues. One advantage to the 
large buyer is the availability of large 
blocks of securities from one borrower. 
Another advantage frequently claimed by 
life companies, and by corporate borrowers 
as well, is the possibility of tailor-made 
terms in direct placements. 

Of course, there are some disadvantages 
to this procedure. Direct placements do not 
have the advantage of having faced the 
test in the public market and are not rated 
by accepted rating agencies. Successful flo- 
tation of an issue in the public market 
would naturally attract the institutional in- 


vestor. Proper rating would lend assurance 
to the investor that the issue would be 
qualified for amortization. The criticism 
that direct placements are not marketable 
is not valid as the marketability of a se- 
curity will depend more on size than on 
how it was acquired. 

The text goes on to say that case studies 
lead one to the conclusion that the life com- 
panies occupy a position of involuntary 
leadership in the direct placement market. 
Faasail, they are active in sharing part 
of direct placements which they have nego- 
tiated with other institutional investors. 
Then, acceptance by a large life insurance 
company of a portion of an issue will usu- 
ally assure the success of the issue. By the 
reverse, rejection of an issue by a large 
corporation may seriously restrain its suc- 
cess. 


Bargaining Points in 
Direct Placement Cited 


The negotiation of the terms of a direct 
placement cover a number of bargaining 
points which have a tendency to develop 
certain characteristics. During the life of a 
loan running for a number of years there 
may be circumstances which make it impos- 
sible or undesirable, to comply to the let- 
ter with every provision of the covenant. 
Where there is only one, or a few lenders, 
an adjustment satisfactory to all concerned 
should be possible. In a public issue the 
slightest na eh of the terms of the loan 
may present a serious problem. 

Within these general conditions specific 
terms are arranged. Prices are said to be set 
at a point somewhere between the price 
the negotiators believe the issue would 





bring on the public market and that same 
price minus the expense of a public flota- 
tion. Yield, although somewhat elusive, is 
of primary importance. There appears to be 
a minimum rate below which institutional 
investors are reluctant to go. Life insurance 
companies are limited by the assumed rate 
of interest necessary to maintain policy re- 
serves. Other terms which must be agreed 
upon are the form of the evidence of in- 
debtedness; that is, note, mortgage bond, 
or debenture; any restrictive covenant, 
sinking fund provision, minimum level for 
working capital requirement, or miscella- 
neous provision. 

Although, the charge has been made that 
direct placement financing gives the lender 
the opportunity for control over the bor- 
rower, the lack of any specific instances 
refutes this criticism. The only time the in- 
stitutional lender would desire any voice 
in the management of the borrower would 
be during critical periods, and then only 
long enough to help work out the —. 
Public opinion, together with federal and 
state government attention, would deter 
any exploitation of the issuer by the insti- 
tutional lender. 

In the last chapter of Part One, captioned 
“Direct Placement in Perspective,” Profes- 
sor Corey makes a recapitulation of previ- 
ous chapters and ends with several sugges- 
tions. To quote directly, we are reminded 
that: 

1. “The market for direct placements 
consists almost exclusively of institu- 
tional investors; among this group 
large life insurance companies are by 
far the predominant purchasers. 

2. ‘The tremendous volume of direct fi- 








“Here are the vacation letters 
for your wife—all numbered” 
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indispensable reports by 
Controllership Foundation!, 











SERIES 





DEFENSE MOBILIZATION 


W hat Management Is Doing 


Based on interviews with 35 companies who are doing something 
about meeting the impact of industrial mobilization and interviews 
with key personnel in Washington, this report covers: 

@ Special administrative assignments for handling questions 

of military production 

Plant expansion plans 

Contracting and subcontracting 

Pricing and renegotiation 

Manpower shortages 

Recruiting and training programs 

Security measures 

An extensive Preparedness Check List for Management 
compiled by the Munitions Board 





The research was done and the report written by Horton Heath, 
Management Consultant, and reviewed by a panel 
of members of Controllers Institute 





Price for extra copies to Controllers Institute members, $.50 
to nonmembers, $1.00 








BUSINESS CONSULTANTS: 


Their Uses and Limitations 


This study, based on the experiences of 61 companies represented 
in the membership of Controllers Institute (101 interviews), an- 
swers these questions on the problems of organization, finance and 
accounting, production and manufacturing, marketing and sales: 


WHAT ARE THE PERTINENT FACTS ABOUT CONSULTANTS? 
WHY DO COMPANIES USE CONSULTANTS? 

WHY DO COMPANIES AVOID USING CONSULTANTS? 
HOW DO COMPANIES GET THEIR MONEY’S WORTH? 


Sixteen “typical cases’’ scattered throughout the five chapters will 
help you to apply the findings of the research to your problems. 

The report was prepared by Albert H. Dunn III, assistant pro- 
fessor, Harvard Graduate School of Business Administration, with 
the assistance of a research team, and reviewed by a panel of mem- 
bers of Controllers Institute. 

















Price to Controllers Institute members, $1.50 
to nonmembers, $3.00 





Copies of these reports may be obtained from 


CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
One East 42np St., New York 17, N. Y. 





RAL RARE : SKA Be So ee a tae 


nancing, especially among industrial 
companies, indicates that, where cor- 
porations have direct placement as a 
practical alternative to public offer- 
ing, they generally prefer the former. 

. “Direct negotiations are typically un- 
dertaken by medium- and large-size 
corporations for principal amounts 
over $500,000. 

. “Direct placements are predomi- 
nantly in the form of debentures and 
long-term note issues. 

. “The laws and regulations which cre- 
ate the distinction between ‘public 
offering’ and ‘private placement’ 
have been applied somewhat arbi- 
trarily and the artificial creation of 
this distinction is perhaps undesir- 
able in its effects.” 


It is suggested that: 


1. The Securities Act be revised (a) to 
make public offering a far more at- 
tractive method of security flotation 
and (b) to broaden the private mar- 
ket; 

. The state laws be re-examined with 
the objective of providing additional 
investment outlets for life insurance 
funds, not only to satisfy the require- 
ments of life companies but to per- 
mit institutional savings to serve 
further the needs of economic growth 
and development ; 

. The occasional necessity on the part 
of life companies to administer di- 
rectly negotiated agreements points 
perhaps to a need on the part of state 
insurance supervisors to distinguish 
between the concepts of debt agree- 
ment administration and monopolis- 
tic control; and 

. The entire basic premises on which 
existing laws and regulations have 
been established be reconsidered. 


Case Studies 

As previously stated, Part Two contains 
four chapters, each devoted to a case study 
of a corporate issue. The revelation of the 
facts and decisions pertaining to these 
placements is most interesting. The corpo- 
rations covered are Boston Edison Com- 
pany, Continental Can Company, Standard 
Oil Company of New Jersey, and Colorado 
Fuel and Iron Corporation. 

The student of the subject will find this 
to be an excellent text. It is “‘must’’ reading 
for the life insurance investment executive. 
It should prove to be most interesting to 
anyone in a life insurance administrative 
capacity. Economists will find it a ready ref- 
erence. Anyone who reads it will learn 
much of all there is to know about this type 
of financing. “Direct Placement of Corpo- 
rate Securities” is a fine book—well done. 
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WHEN DOES TITLE PASS* 
By Thomas G. Bugan 


In this volume, the author, who is a 
Chicago attorney at law, deals with the 
transfer of title to personal property from 
the shipper to the consignee and as to 
which of them has the risk of loss or dam- 
age in transportation. 

The recent cases of Berg vs. Schreiber 
and Hopper Paper Company vs. Baltimore 
and Ohio are analyzed and compared. 

There are also chapters on the right of 
stoppage in transit for insolvency of the 
buyer; who is the lawful holder of the bill 
of lading; who has the right to file the 
claim against the carrier, and when the 
claim must be filed or instituted. 

Approximately 500 cases are cited in the 
book and many of the cases are discussed 
with sufficient quotation to illustrate the 
rule of law sawolived: 

Although the Uniform Sales Act is con- 
tained in the appendix, various sections of 
the law are treated in the various chapters. 

Export or import terms, as well as other 
terms involved in foreign commerce and 
their effect on transfer of title and risk are 
likewise treated in “When Does Title 
Pass.” 

This book is recommended for careful 
review by all those engaged in transporta- 
tion, purchasing, sales, etc. 


* Published by Wm. C. Brown Company, 
Dubuque, lowa. $6.50. 


CHEMICAL ENGINEERING 
COST ESTIMATION 


By Robert S. Aries and Robert D. 
Newton 


This volume provides considerable gen- 
eral information as to how project evalua- 
tions may be made. It should hold interest 
particularly to companies who do not reg- 
ularly prepare economic studies. In addi- 
tion,,the charts should prove helpful in 
estimating costs of certain chemical proc- 
€ss equipment items. 

Published by Chemonomics, Inc., 400 Madi- 
son Avenue, New York. $5.00. 


OTHER BOOK ENTRIES 


EMPLOYE BENEFIT PLANS IN OPERATION. 
By Jay V. Strong. The Bureau of Na- 
tional Affairs, Inc., Washington, D. C. 
$5.00. 

Wuat You SHOULD KNow AsoutT Es- 
TATE AND GIFT TAXES. By J. K. Lasser. 
Henry Holt and Company, New York. 

2.95. 

CriticAL Factors IN MANAGEMENT 
PLANNING (With a section on A-Bomb 
Protection in Industry). American Man- 
agement Association, New York. $1.25. 

MANPOWER RESOURCES FOR THE EMER- 
GENCY. (With a section on National 
Mobilization Policy). American Man- 
agement Association, New York. $1.25. 
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wick Cure 


for Late Paperwork 


the COPYFLEX 


makes copies 


...in seconds 


Speed your... 

> Defense Order Copies 
> Customer Invoices 

> Accounting Reports 


Here’s the new machine that’s revolution- 
izing office systems and paperwork. With 


| a BW Copyflex you get crisp, ready-to- 


use direct positive copies—in seconds. 
It makes errorproof replicas of practi- 
cally anything that’s typed, written or 
drawn! And they average less than 2¢ 
each, including all costs for an 8%” x 11” 
sheet.* 

SPEED YOUR OFFICE SYSTEMS. Extra 
copies of your source record can do the 
work of many overlapping forms. Copies 
of original orders can double as produc- 
tion forms, shipping tickets, invoices, etc. 
Copies can be color coded in any of 20 


> Production Orders 





See how compact the BW Copyflex is. You can put it 
anywhere in your office. It’s a complete, self-contained 
copying machine. Just connect it to an AC outlet. Any- 
one can operate it. 


> Price Changes 


color combinations. The possibilities are 
endless. 

REDUCE CLERICAL WORK. By merely 
copying the source record you eliminate 
ali transcribing, retyping and proofread- 
ing . . . Errorproof duplicates of letters, 
invoices or reports can be made in a few 
seconds . . . There’s no delay, no time 
lost in needless paperwork. 

YOU’LL WANT OUR BOOKLET. It describes 
dozens of money saving applications. Or, 
better yet, why not see the amazing BW 
Copyflex in operation? In either case, be 
sure to send the coupon today. No obli- 
gation, of course. 


*WHAT DO YOU PAY? A recent survey shows it costs, on the 
average, at least 50¢ to type a single, ordinary sized page. 


Specialists in copying since 1897 

















~~ CHARLES BRUNING COMPANY, INC. = === === 
| Dept. T-71 100 Reade St. New York 13, N. Y. I 
1 0 Please send me your free booklet A-1078. ! 
| [] 1! would like to see a Bruning BW machine demonstrated. | 
I Name _._ Title. ! 
— 1 
| ‘ompany. iemts | 
| Street. l 
1 City. Denes... ReMi oe 
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Lawyers and CPA's Agree 
on Income Tax Practice Statement 


A statement of principles aimed at elim- 
ination of controversy between lawyers and 
certified public accountants was made pub- 
lic recently following its approval by the 
Council of the American Institute of Ac- 
countants, national professional society of 
certified public accountants. It had been 
approved earlier by the Board of Gover- 
nors and House of Delegates of the Amer- 
ican Bar Association. 

The statement, which was issued jointly 
by John D. Randall, Cedar Rapids, Iowa, 
and Percival F. Brundage, New York, co- 
chairmen of the National Conference of 
Lawyers and Certified Public Accountants, 
covers the proper areas of practice by mem- 
bers of the two professions in the field of 
federal income taxation. It asserts the basic 
principle that “it is a proper function of a 











lawyer or a certified public accountant to 
prepare federal income tax returns.” 

The statement declares that “many prob- 
lems connected with business require the 
skills of both lawyers and certified public 
accountants and there is every reason for 
close and friendly cooperation between the 
two professions. Lawyers should encour- 
age their clients to seek the advice of certi- 
fied public accountants whenever account- 
ing problems arise, and certified public 
accountants should encourage clients to 
seek the advice of lawyers whenever legal 
questions are presented.” 

While indicating that ‘‘in many cases 

. the public will be best served by uti- 
lizing the joint skills of both professions,” 
the statement also notes that there are 
many matters connected with the prepara- 
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SMILES MARK THE 15TH MILESTONE FOR DETROIT CONTROL 


A gay moment during the course of the 
observance of the 15th anniversary of the 
Detroit Control of Controllers Institute 
was shared (above) by National President 
VINCENT C. Ross, vice president and 
treasurer, Prentice-Hall, Inc., New York 
(fourth from left) and National Director 
WittiaM L. CLARK, treasurer, Buffalo 
Electric Co., Inc., Buffalo, N. Y. (second 
from left). 

Others sharing the festive atmosphere 
in the photograph are (left to right): 
GeorGeE W. SCHWARZ, past president of 
the Detroit Control od national vice 
president of the Institute; ROGER A. 
Yoper, Control president; and JOHN E. 


THE CONTROLLER 


HEARST, past president of the Detroit 
Control and general chairman of the 1952 
Annual Meeting of Controllers Institute, 
which will be sponsored in Detroit by the 
Detroit Control. 

Mr. Schwarz is vice president and con- 
troller of Wyandotte Chemicals Corpora- 
tion, Wyandotte, Michigan. Mr. Yoder is 
secretary-treasurer of Detroit Steel Corpo- 
ration, Detroit, and Mr. Hearst is comp- 
troller of S. S. Kresge Company, Detroit. 

Twelve of the Control's past presidents 
were honored at the head table on the oc- 
casion of the anniversary dinner which 
featured the April meeting of the Control. 
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tion of tax returns which can be handled 
properly either by a lawyer or by a certified 
public accountant. 

In issuing the statement, Mr. Randall 
and Mr. ——— also called attention to 
three recommendations which were unani- 
mously approved by the members of the 
National Conference of Lawyers and Cer- 
tified Public Accountants. 


“1. That local bar associations and 
local societies of certified public ac- 
countants, if they have not already done 
so, should be requested to establish co- 
Operating committees or local confer- 
ences of lawyers and certified public ac- 
countants patterned after the National 
Conference. 

‘2. That local bar associations should 
be encouraged to discuss with the local 
cooperating organization of certified 
public accountants any complaint against 
a non-lawyer involving tax practice 
whether the individual concerned was a 
certified public accountant or not. Like- 
wise local CPA societies should be en- 
couraged to discuss with the local bar 
associations any complaints against law- 
yers whether or not they are members of 
the local bar association. 

“3. That the local organizations of 
both professions be invited to refer any 
problems in this area to the National 
Conference of Lawyers and Certified 
Public Accountants, either in situations 
in which no local cooperating organiza- 
tion has as yet been established, or in 
situations in which the local cooperating 
organizations are unable to reach agree- 
ment.” 


In the case of complaints that a member 
of one of the two professions was engag- 
ing in practices which were properly the 
prerogative of the other profession, the 
Conference recommended the following: 


“1. Receipt of the complaint ; 

“2. Reference of the complaint to the 
representatives of the profession of 
which the individual who is the object 
of the complaint is a member ; 

“3. If action satisfactory to the com- 
plainant is not taken, consideration of 
the complaint by the local committee or 
conference of lawyers and CPAs with a 
hearing afforded to both sides ; 

‘4. Recommendations for settlement 
by local conference; and 

"5. Reference to National Conference 
if recommendations by local conference 
are not accepted by both sides.” 


The lawyer members of the Conference, 
in addition to Mr. Randall, are Thomas J. 
Boodell of Chicago, Ill., A. James Casner 
of Cambridge, Mass., and Charles D. 
Hamel and Carl McFarland, both of Wash- 
ington, D. C. CPA members, in addition 
to Mr. Brundage, are Maurice Austin of 
New York City, Mark E. Richardson of 
Washington, D. C., Maurice H. Stans 
of Chicago, Ill., and T. Dwight Williams 
of Oklahoma City, Okla. 











Break-Points of Tax Advantages: 


Partnership vs Corporations 


ROJECTION of federal income tax lia- 

bility will provide the key to deciding 
whether a business should be operated as 
a corporation or as a partnership. There 
is a breaking point on income below which 
the average partnership will be operated 
with less tax costs, at above which cor- 
porate operation will permit tax savings. 

In a comprehensive study of Partner- 
ships vs Corporations, Commerce Clearing 
House emphasizes that comparisons must 
be made between the total corporate tax 
plus the shareholder's personal income tax 
on salary and dividends, as against the 
individual income tax paid by a partner. 

Examples developed in the study show 
the computations which must be made to 
determine whether less tax will result for 
a partnership or a corporation. Each busi- 
ness situation must be figured out under 
both plans to select the form of organiza- 
tion that accomplishes all purposes includ- 
ing tax saving. 

For instance, in the case of a corporation 
which pays no dividends but pays 40% 
of its income as salary, the breaking point 
at which a husband and wife partnership 
pays more taxes than a corporation will 

at an approximate $52,000 income 
level. But when a 70% distribution of 
dividends is also made, the tax advantage 
of incorporation will begin to assert it- 
self at about the $90,000 income level on 
the same facts. 

To be weighed in the balance between 
corporations and partnerships is the ever- 
present conflict over what constitutes im- 
proper accumulations of reserves. 

Corporations, after setting aside enough 
for reasonable working capital, plant ex- 
tension and other business purposes, may 
find the remainder of their earnings sub- 
ject not only to the regular corporation in- 
come and excess profits taxes but also to 
the almost confiscatory and little-known 
“Section 102” tax on this undistributed 
remainder. 

The study points out that the tax-sav- 
ing factor may be outweighed by nontax 
advantages of the “a form of or- 
ganization. The life of a corporation, for 
instance, continues by law until it is liqui- 
dated, but a partnership ceases upon the 
death of a partner. A corporation is a 
separate entity, with the right to hold, 
deal in, and dispose of property, and to 
transfer stock. Individual liability is lim- 
ited to the amount of capital contributed 
by the stockholder. 

On the other hand, a partnership has no 
separate entity, each partner being indi- 
vidually responsible for every partnership 
activity, including liability for all the 
partnership's obligations. Consent of all 
partners is required for transferring or 
changing partnership interests. 
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Additional capital requirements may be 
obtained by selling stocks or bonds, in the 
case of a corporation. But a partnership 
must secure new capital by a loan, or upon 
the individual cma of or contributions 
by its members. 

Business action, too, can usually be 
more positive and prompt.in the corporate 
form, where the often difficult personnel 
equations of a partnership are not ordi- 
narily involved. 


Additional guides to those considering | 


incorporating are given in the study, some 
of which are: 

1. Any excess profits tax which may be 
assessed on income of a corporation is cer- 
tain to affect, adversely, a comparison with 
similar income of a partnership, on which 
there is no excess profits levy. However, 
since the net income can be offset by a 
minimum credit of $25,000, the tax will 
have little effect on small corporations. 

2. A warning is given to incorporators, 
lest they inadvertently form a personal 
holding company which is subject to es- 
pecially high tax levies, 85% in some 
cases. 

3. Payments made for the benefit of 
company principals for Social Security, 
pension trusts, and charity contributions, 
generally favor the tax status of the cor- 
porate executive over that of the partner. 

4, When a partnership is changed to a 
corporation the Bureau of Internal Rev- 
enue, if tax-freeing provisions of the law 
are observed, will not recognize a capital 
gain or loss on the transfer of the part- 
ners’ interests for stock or securities. An 
individual partner, however, who dis- 
poses of his interest may find himself 
subject to the capital gains provisions of 
the federal income tax statutes. 


Taxes Should Not Be 
Part of Cost Index 


The Chamber of Commerce of the 
United States recently urged that taxes be 
excluded from the government's cost of 
living index in fairness to workers not 
having wage contracts with escalator 
clauses. 

Dr. George C. Smith, secretary of the 
chamber’s business statistics committee, 
said such employes are discriminated 
against, because other workers ‘find their 
wages going up by an offsetting amount” 
when an excise tax boost causes the index 
to rise. 

He told a House labor subcommittee 
that universal adoption of escalator clauses 
in union contracts “would balance out the 
tax advantages now enjoyed by some, but 
would bring rapid inflation, because each 
tax increase would be followed by corre- 
sponding wage increases.” 
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Members of the Controllers Institute are identified in the follow- 
ing items by certificate number and year of election in parentheses. 


COLONEL HERBERT A. GIDNEY, since 
1948 executive vice president of Gulf Oil 
Corporation, 
Pittsburgh, __re- 
tired on May 21 
from all his of- 
ficial _ positions 
with the com- 
pany, with 
which he _ had 
been associated 
for more than 
31 years. 

He was a 
member of the 
board, executive 
vice president, a member of the executive 
committee, finance committee and numer- 
ous other management and employe ben- 
efit committees. He had served the com- 
pany as controller from 1925 until his 
election as a vice president in 1935. 


MR. GIDNEY 


Since 1937 he has been serving as a 
member of the Advisory Board, Pittsburgh 
Ordnance District, being active as a di- 
rector and vice president of the American 
Ordnance Association, from which he re- 
ceived, in 1946, the Scott Gold Medal for 
distinguished service in industrial prepar- 
edness. He is a life member of the Military 
Order of World Wars and for many years 
served as a senior member of that order’s 
General Staff. 

Col. Gidney joined Controllers Insti- 
tute in 1933 and was active in the Pitts- 
burgh Control and in the national organi- 
zation until his resignation in 1949, due 
to changing duties in his company. Col. 
Gidney was a national vice president of 
the Institute from 1934 to 1938. 


ANTHONY J. FRysTaK (#3420-1945), 
comptroller, Poor & Co., Chicago, was re- 
cently appointed secretary of the company. 


Pictured is the dinner meeting at the Shaker Ridge Country 
Club on April 30 at which the Albany (N.Y.) Control of Control- 
lers Institute received its charter. At the head table on the oc- 
casion of the inaugural dinner were the following local and na- 


tional officers: 


Control Vice President CHARLES HOPKINS, treasurer, Wil- 
liams Press, Inc.; STUART W. McLAUGHLIN, treasurer of the New 
York City Control; VINCENT C. ROSS, national president of Con- 
trollers Institute; Control President CHARLES H. CLIFFORD, treas- 
urer, Albany Felt Company; Managing Director WALTER MITCH- 
ELL, Jr.; and Control Secretary-Treasurer JOHN J. HENNESSY, 
Controller, Rensselaer Valve Company, Troy. 


THE CONTROLLER 


JULY 1951 





330 


JOHN H. MacDONALD (#56-1932) has 
resigned as vice president and treasurer of 
National Broad- 
casting Com- 
pany to become 
assistant to Ben 
Tobin, Holly- 
wood, Florida, 
hotel operator, 
banker and real- 
tor. Mr. Tobin 
also is one of 
three stockhold- 
ers of Realty As- 
sociates Securi- 
ties Corporation, 
which has purchased controlling interest 
in Empire State, Inc., owner of the Empire 
State Building, New York. 

Mr. MacDonald is a past national presi- 
dent and a past chairman of the board of 
directors of Controllers Institute and cur- 
rently holds the post of vice president of 
Controllership Foundation, Inc. 

He is author of four business books in- 
cluding an early text in the field of con- 
trollership entitled, “Controllership, Its 
Functions and Technique.” 


MR. MACDONALD 


RALPH E. PETERING (#3785-1946)_ of 
the Emerson Electric Manufacturing Com- 
pany, St. Louis, 
Mo., has been 
elected vice pres- 
ident and assist- 
ant treasurer of 
the company. 
Mr. Petering, 
who was with 
Lybrand, Ross 
Bros. & Mont- 
gomery for 11 
years, joined 
Emerson as 
comptroller in 
1942. He was elected to the additional post 
of assistant secretary in 1946 and in 1950 

to that of assist- 
ant treasurer. 


MR. PETERING 


ByRON W. 
JACKSON has 
been appointed 
comptroller and 
assistant secre- 
tary of Emerson. 
Mr. Jackson 
joined Emerson 
in 1941 to direct 
the general ac- 
counting records. 
In 1946 he became chief accountant. 


MR. JACKSON 


DanizL F. Secorp (#4104-1947), for- 
merly treasurer and controller, Rex Cole, 
Inc., Long Island City, N. Y., has joined 
Eastern Air Devices, Inc., Brooklyn, 
N. Y., as controller. Mr. Secord was au- 
thor of the article ‘Simplified Bookkeep- 
ing Promotes Office Economy” in the De- 
cember 1950 issue of THE CONTROLLER. 










Kart G. CLEMENT (#1894-1941), 
deputy comptroller of the Port of New 
York Authority, is the author of an article 
in the April 1951 issue of the New York 
Certified Public Accountant entitled “ Air- 
port Accounting for the Port of New York 
Authority.” It is based on a paper pre- 
sented by him at a technical meeting of 
the New York State Society of Certified 
Public Accountants in December 1950. 


M. S. FETTER (#3551-1946), treasurer 
and a director of Eastern Motor Express, 
Inc., Terre 
Haute, Indiana, 
has been elected 
president of the 
Indiana Motor 
Carriers Ac- 
countants Coun- 
cil, a division of 
the Indiana Mo- 
tor Truck Asso- 
ciation. Previ- 
ously Mr. Fetter 
was appointed 
to the National 
Committee on Cost Finding of the Ameri- 
can Trucking Association. 





MR. FETTER 


WituiaM R. Cartucct has been ap- 
pointed first comptroller and assistant 
treasurer of the New York School of So- 
cial Work, Columbia University. Mr. 
Carlucci, a former member of the staff of 
Haskins and Sells, certified public account- 
ants, was previously associated with the 
Sperry Gyroscope Company and the 
American Brake Shoe Company. The po- 
sition of comptroller has recently been 
established at the school. 


JosePH T. FOERTH (#1479-1939), con- 
troller and assistant secretary and assistant 
treasurer of the Bassick Company, Bridge- 
port, Conn., has been elected a member of 
the board of directors of the firm with 
which he has been associated, together 
with a predecessor company, for the past 
38 years. Mr. Foerth is a member of the 
executive board of Bridgeport Manufac- 
turers’ Association and has served as presi- 
dent of the Bridgeport Control, 1942-43. 


WittiAM C. MILLER (#1563-1939), 
treasurer of In- 
dustrial Rayon 
Corporation, 
Cleveland, since 
1945, was re- 
cently elected 
controller and 
treasurer of his 
company. Mr. 
Miller joined 
Industrial Ray- 
on in April 
1939 after eight 
years with Ernst 
& Ernst. As controller of the company, he 
succeeds E. V. BaTTEuRS (#489-1935) 
who recently resigned. 


MR. MILLER 
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LesTER H. SWANLUND (#3387-1945), 
controller, the Brunswick-Balke-Collender 
Company, Chi- 
cago, has been 
elected a direc- 
tor and treasurer 
of the company. 
Mr. Swanlund, a 
certified public 
accountant (Illi- 
nois), joined 
Brunswick in 
1937, became as- 
sistant controller 
in 1942 and was 
elected control- 
ler in 1946. Mr. Swanlund succeeds the 
late W. T. STERLING. 





MR. SWANLUND 


D. G, WisHART (#1906-1941), for- 
merly treasurer-comptroller of George 
Muehlebach Brewing Co., Kansas City, 
Mo., is now affiliated with Frontier Chem- 
ical Company of Wichita, Kansas, as sec- 
retary and treasurer. 


GEORGE M. EBERT (#1970-1941) has 
returned to Buffalo, N. Y. to assume the 
controllership of the Spencer Kellogg & 
Sons Company. Riverside Metal Company, 
Riverside, N. J., with which Mr. Ebert was 
formerly associated as controller, has ap- 
pointed CHARLES S. JARMON, former con- 
troller, Virginia Metal Products Corpora- 
tion, Orange, Va., to succeed him. 


JAMES COMERFORD (#3426-1945), 
treasurer of Consolidated Natural Gas 
Company, New York, has been elected to 
the new post of executive vice president of 
Consolidated. 


W. A. NEUMANN, Jr. (#4218-1948) 
was recently appointed vice president of 
Industrial Sales of the De Laval Steam 
Turbine Company, Trenton, N. J. Mr. 
Neumann will act as chairman of the Ma- 
chinery Manufacturing Industry Confer- 
ence at the 20th Annual National Meeting 
of Controllers Institute, to be held in New 
York, September 2. 

Epwarp W. CiarK has been appointed 
controller of De Laval to succeed Mr. 
Neumann. 


RALPH H. SMITH (#1952-1941), con- 
troller, Cleve- 
land Illuminat- 
ing Company, 
Cleveland, 
Ohio,anda 
national | direc- 
tor of Control- 
lers Institute, 
has been re- 
elected to a sec- 
ond term as 
chairman of the 
Accounting Di- 
vision Executive 
Committee of Edison Electric Institute. 


Parade 


MR. SMITH 
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WALTER L. EGGERT (#421-1934), vice 
president and general manager of the Pa- 
cific Division of Moore Business Forms, 
Inc., Emeryville, California, has been 
elected president of the Oakland (Calif.) 
Chamber of Commerce for 1951-52. Mr. 
Eggert has served as a national director of 
Controllers Institute, 1944-46, as a na- 
tional vice president, 1945-46, and as past 
president of the San Francisco Control, 
1941-42. 


FRANK J. MELEY (#726-1936) joined 
the executive staff of Federated Depart- 
ment Stores, Inc., Cincinnati, Ohio, in 
May to specialize in store operations. Mr. 
Meley previously was associated with Mill- 
iron’s, Los Angeles. 





Obituary 





Henry Wyatt Brown; retired execu- 
tive vice president of the Kelley Manu- 
facturing Company, Houston, Texas, 
died on May 14, 1951 in the New Her- 
mann Hospital at the age of 50. 

Mr. Brown joined the Kelley Com- 
pany in 1937 as secretary and treasurer. 
He was treasurer and assistant secretary 
of the Fidelity Trust Company, also of 
Houston, from 1926-36. He was a charter 
member of the Houston Control of Con- 
trollers Institute, holding certificate 
#1932 from 1941 until 1950. 
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William Aitken, 52, comptroller and 
treasurer of the Falstaff Brewing Cor- 

eration, St. 
pss died of a —_ 
heart attack at 
his home on 
May 30, 1951. 

Mr. Aitken, 
formerly associ- 
ated with the 
Federal Land 
Bank, St. Louis, 
joined the Fal- 
staff Corpora- 
tion in 1933 as 
an assistant au- 
ditor. He was named treasurer in 1938, 
comptroller in 1944, and elected to the 
board of directors in 1948. He also was a 
member of the board of the Mercantile 
Commerce National Bank, the Asso- 
ciated Industries and a member of the 
Tax Executives, Inc. 

A past president and director of the 
St. Louis Chapter, National Association 
of Cost Accountants, Mr. Aitken also 
was a national director of Controllers 
Institute of America at the time of his 
death. He was president of the St. Louis 
Control, 1948-1949, and was serving as 
chairman of the Membership Commit- 
tee, 1950-1951. He held certificate #901- 
1937 as an Institute member. 


MR. AITKEN 


Harry C. Gretz, 62, assistant comp- 
troller of the American Telephone and 
Telegraph Co., 
New York, died 
after an illness 
of several 
months at New 
York Hospital 
on June 26. 

Mr. Gretz, a 
native of Drexel 
Hill, Pa., en- 
tered the Bell 
System in 1903 
as a bill clerk 
in Philadelphia. 
Three years later he joined the accounting 
department of the Bell Telephone Co. of 
Pennsylvania. He transferred to the Chesa- 
peake and Potomac Telephone Co. in 1912 
and was stationed first at Baltimore and 
later at Washington. 

He was appointed chief accountant of 
the company in 1919, general auditor in 
1930, and to his last position in 1936. 

Mr. Gretz was a member of Control- 
lers Institute of America (#2032-1941), 
and served as president of the New York 
City Control, 1944-1945, and as a na- 
tional director of the Institute, 1947- 
50. He was a member of the Advisory 
Council at the time of his death. 


MR. GRETZ 


Howard G. Helfrey, 53, secretary of 
the Drackett Products Co. and assistant 
secretary, the Drackett Company, Cin- 
cinnati, Ohio, died in Holmes Hospital 
on April 24, 1951. 


Born in Pittsburgh, Pa., Mr. Helfrey 
came to Cincinnati 30 years ago where 
his first business association was with the 
Gardner Richardson Co. He joined the 
Drackett concern in 1926 as an account- 
ant and was named an officer of both 
companies in 1941. 

Widely recognized as an expert on 
taxation accounting, Mr. Helfrey served 
as secretary and then president of the 
Cincinnati Chapter of the National As- 
sociation of Cost Accountants (1936-37) 
and was a member of the Cincinnati 
Credit Men’s Association. He held cer- 
tificate 4979-1937 as a member of Con- 
trollers Institute of America and served 
as an officer and director of the Cincin- 
nati Control. 


Riche H. Johnson, 67, assistant comp- 
troller of the Socony-Vacuum Oil Com- 
pany, New York, died on June 3, 1951 
at Orange (N. J.) Memorial Hospital. 

Mr. Johnson joined the Standard Oil 
Company of Kentucky in 1908. In 1911 
he went to the Far East where he re- 
mained for seven years and then joined 
the New York company. He retired from 
Socony-Vacuum in December 1947. 

Mr. Johnson was a member of Con- 
trollers Institute of America from May 
1934 until October 1949, holding .cer- 
tificate #334. 


Rubert J. Lindquist, 48, financial vice 
president of the Standard Oil Company 
of Indiana, died on May 5, 1951 in 
Chicago. 

He became financial vice president of 
the company in 1945 and a director in 
1946. He formerly was chief auditor of 
the Reconstruction Finance Corporation 
in Washington and a director oi the De- 
fense Plant Corporation and the Rubber 
Reserve Company. 

He was vice president and director of 
the Reynolds Metals Company and sub- 
sidiaries with headquarters in Rich- 
mond, Va., from 1941 to 1943. He then 
was vice president, comptroller and a 
director of Curtiss-Wright Corporation 
in New York City until he joined Stand- 
ard Oil in 1945, 

Mr. Lindquist was a member of Con- 
trollers Institute (#2790-1943). 


William J. Young, comptroller of the 
Fidelity Mutual Life Insurance Com- 
pany, Philadelphia, Pa., died of a heart 
attack at his home in Brookline on May 
18, 1951. He was 56. 

Mr. Young had been connected with 
the insurance company almost 40 years. 
Starting as an office boy, he worked in 
the Actuarial Department and Mort- 
gage Loan Department before becoming 
assistant treasurer in 1944, then comp- 
troller in 1946. 

He was a member of the Insurance 
Accounting and Statistical Association, 
the Life Office Management Association 
and Controllers Institute, holding cer- 
tificate #3857-1947. 
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Decentralization Steps Planned 
Against Possible Enemy Attack 


An intensified program of branch plant 
anes and decentralization, aimed at 
safeguarding its customers’ sources of sup- 
ply against possible enemy attack was an- 
nounced by the Todd Company, Rochester, 
N.Y., manufacturer of protected, insured 
checks. 

The program gained new impetus when 
on April 1 the company occupied new and 
enlarged facilities in Chicago. More than 
$600,000 is invested in the total program 
to date, according to A. Richard Todd, ex- 


facturing. 


Zack to Head Industry Talk 
on Transportation Equipment 


George T. Zack, controller, the White 
Motor Company, Cleveland, Ohio, has ac- 
cepted the chair- 
manship of the 
Transportation 
Equipment In- 
dustry Confer- 
ence, which will 


group meetings 
during the course 
of the 20th An- 
niversary An- 
nual National 
Meeting of Con- 
trollers Institute, 
in New York from September 30 to Octo- 
ber 2. The Industry Conferences are 
scheduled to be held on Tuesday after- 
noon, October 2. 





MR. ZACK 


Virginia Controllers Meet 
to Organize in Richmond 


Controllers in the Richmond, Va., area 
held a meeting on June 27 to formulate 
plans for a local Control of Controllers 
Institute of America in that city. 

Irving D. Dawes, vice president and 
treasurer of Virginia-Carolina Chemical 
Corp., Richmond, was the key man in this 
movement to bring financial officers and 
controllers in Virginia organizations into 
closer cooperation to discuss the various 





and industry today. 

Walter Mitchell, Jr., managing director 
of the Institute and W. R. Little, presi- 
dent-elect of the District of Columbia 
Control, attended the meeting. 


Walional 


MECHANIZED ACCOUNTING 
SAVES TIME AND MONEY! 


The National Cash Register Company 
Dayton 9, Ohio 
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phases of the problems that face business | 


ecutive vice president in charge of manu- | 


be one of 16 | 











It counts 


tickets, tabs, coupons, forms, 
checks, currency 


more quickly 
more accurately 


than you can! 






And if you feel bad about it... let us assure 
you that the Tickometer counts faster than any- 
body can—even an experienced hand counter! 
From 500 to 1,000 items per minute, showing part 
or full count on visible registers. 

It’s in use in hundreds of places. .. saving high 
priced clerical time, speeding up accounting. 
Counting sales slips for stores, checks, currency 
for banks, forms in offices, tickets in ball parks and 
amusement places... And (optional) it will also 
imprint, endorse or cancel the items counted. 

Anybody can use the Tickometer. It’s easy to 
adjust to any job. And as it is rented, never sold— 
no investment is required either. Precision- built 
by Pitney-Bowes, it is serviced from 93 PB offices. 
Call the nearest office for a demonstration . . . or 
send the coupon for free booklet! 


PITNEY-BOWES 


‘STICKOMETER 


Counting, Imprinting Machine 


Made by the originators of the postage meter 
... Offices in 93 cities in U.S. and Canada 
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PITNEY- BOWES, Inc. 
* 3089 Pacific St., Stamford, Conn. 


Please send illustrated Tickometer booklet to: 


Name__ slg 








Firm__ 
Address__. 


































PLAN NOW TO 
ATTEND THE 


20th 
Annual 
Meeting 


CONTROLLERS 
INSTITUTE 


September 30 


to 


October 3 
1951 


“Waldorf Astoria 
NEW YORK 





én 3 
FRENCH CPA’S GUESTS OF BUFFALO AND HAMILTON CONTROLLERS 


When a group of French certified public accountants and corporate controllers 
reached Buffalo recently on the occasion of a tour of inspection of American companies 
under the auspices of the Economic Cooperation Administration, they were tendered 
a dinner by the Buffalo and Hamilton Controls of Controllers Institute. Pictured above 
are—front row (left to right): F. M. RICHARD, C.P.A., Paris; PAUL KREMER, president 
of the Buffalo Control and assistant treasurer of the Buffalo Slag Co., Inc.; ANDREE 
KLOTZ, interpreter, Paris; HAROLD L. GEBIKE, vice president of the Buffalo Control and 
secretary-treasurer, Electro Refractories & Abrasives Corp. Rear row, left to right: AL- 
BERT VEYRENC, C.P.A., Paris; STANLEY E. LE BROCQ, president of the Hamilton Control 
and comptroller of the Steel Company of Canada, Ltd., Hamilton; LOUIS RECHARD, 
C.P.A., Niort, France; M. S. SUTHERLAND, treasurer of the Hamilton Control and con- 
troller of Burlington Steel Company, Ltd., Hamilton; and ANDRE AMIC, C.P.A., Paris. 








Excess Profits Tax Law Criticized 


The new excess profits tax law has more 
defects than the old one of World War 
II, said J. H. Landman, a New York tax 
attorney and professor of tax law at the 
New York Law School, before the Prac- 
tising Law Institute of the American Bar 
Association. He made the following con- 
structive recommendations for its improve- 
ment. 

Admitting that an excess profits tax law 
is a necessary evil, he urged that it should 
be equitable in its application. He favored 
the new law because it removes the doubt 
and speculation rampant in the old one, 
and because it offers in its place automatic 
formulae to compute normal and conse- 
quently excessive earnings. Unfortunately, 
however, it does not and cannot provide 
for enough formulae with the result that 
too many worthy taxpayers fall between 
them and sustain hardships. Landman 
therefore advocated the additional enact- 
ment of equitable excess profits tax relief 
measures with an independent federal 
agency to enforce them, comparable to the 
Excess Profits Tax Council of World War 
II. 

He challenged also the wisdom of ex- 
empting — from excess profits 
taxes. He proposed that partnerships be 
treated for the purpose of this tax as cor- 
porations. 

Landman also disputed that a return on 
invested capital is a fair method of arriv- 


ing at normal earnings. Too much of such 
capital is sterile or is long dissipated. He 
advised as a substitute a percentage of 
profit on sales as a much more just re- 
flector of normal earnings in which capi- 
tal is only one of many determining 
factors. He asked the question: “If the 
return on capital is as significant as the 
current law makes it out to be, how can 
one defend the historical approach to in- 
vested capital when a taxpayer becomes 
entitled to a credit for capital which has 
long disappeared ?” 

He contended that the injustice be- 
comes worse when all taxpayers are rele- 
gated to 64 industries. He declares that 
no economist worthy of the name would 
endorse such an over-all industry classifi- 
cation of our country. He urges that this 
number of industries be increased, and 
that the percentage profit on Sales be sub- 
stituted for a return on capital if justice is 
to be done in collecting excess profits 
taxes, 

Price fixing is already scheduled for 
barber shops, laundries, hotels and meat. 
These prices are pegged to 85% of the 
average of these industry earnings of the 
years 1946 to 1949. Landman therefore 
declares that the enforcement of the ex- 
cess profits tax law can be made so much 
more just by employing the industry clas- 
sification already available to the price con- 
trol authorities. 
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Self-Help Urged 
as U.S. Policy Base 


A United States foreign economic pol- 
icy based to a major degree on govern- 
mental monetary grants to underdeveloped 
countries is opposed by the United States 
Council of the International Chamber of 
Commerce, which is emphatic in stating 
that the major contribution of funds and 
activities for foreign economic develop- 
ment must come from private sources. 

“We dislike the idea of continued grants 
in principle,” said George A. Sloan, chair- 
man of the United States Council, ‘‘be- 
cause the availability of such grants tends 
to demoralize the relations between the 
United States and recipient countries. This 
demoralization,” he stated, “has reached 
a point where every high official of a 
foreign government coming to the United 
States is suspected of coming for a hand- 
out—and often for a good reason.” 

In anticipation of a request for addi- 
tional sums for foreign economic assist- 
ance, the United States Council made it 
clear that the proposal of a $500 million 
annual ro for foreign assist- 
ance, made originally in the Gordon Gray 
Report and endorsed recently by the Rock- 
efeller Report, is considered excessive. 

The Council based this opinion on the 
belief that the governmental contribution, 
with the exception of a marginal amount, 
must come from the underdeveloped coun- 
tries themselves. “United States Govern- 
ment grants,” it said, “should be condi- 
tional on a maximum degree of self-help 
by the recipients.” 


Gold Outflow Held 
Check to Inflation 


The Federal Reserve Board recently re- 
ported that the large scale outflow of gold 
from the U.S. to foreign countries has been 
helpful rather than harmful to this country. 
The more than $2 billion decline in the 
U.S. stock of gold in that period has tended 
to restrain expansion of the money supply 
here and thus has been a good influence in 
helping to counteract “'strong inflationary 
pressure,” it said. 

The board noted in its “bulletin” that 
1950 was “the first full year since the war 
in which there was a net gold outflow from 
the U.S.” 

From the end of 1945 to August 1949, 
it said, the U.S. gold stock increased $5 
billion as foreign countries, with produc- 
tive capacity crippled by war, had to buy 
heavily from the U.S. 

In 1950 alone, foreign countries got 
back $1.7 billion in gold as their own out- 
put and economic recovery progressed and 
they devalued their currency, the board 
said. Devaluation helped make their goods 
cheaper for U.S. buyers, contributing to 
a shift in the balance of trade. 


THE CONTROLLER * JULY, 1951 





CUT YOUR RECORD-KEEPING COSTS 


For more than 15 years, American Lithofold 
has provided the nation’s leading industries with efficient, 
labor saving forms. American Lithofold “Planned” Business 
Forms simplify and speed the flow of work, eliminate 
non-productive “form-writing” and reduce labor costs appreciably. 


Three basic forms serve practically every business requirement. 


CARBON LEAVED 


LITHOSET 


Easy to insert — deleave. 
Special binding deleaves 
all carbons with a single 
motion, Pre-punched to 
“‘planned”’ specifications. 
Perfect alignment where 
handwriting is advisable. 





CARBON LEAVED 


LITHOSTRIP 


Fits into the efficiency pro- 
gram of every department— 
shipping to advertising, 
sales to accounting. Fits 
typewriters and all fully 
automatic machines such as 
teletypes and tabulators. 





HI- SPEED 


LITHOFOLD 


Used widely in trucking, 
railroad, airline industries; 
wherever mass, single-pur- 
pose forms (such as freight 
bills) are required. Can be 
supplied fully or partially 
interleaved. 


“4-STEP” ANALYSIS AND RECOMMENDATION 


Covers all aspects; function, design, construction and 
sed forms. See for yourself 


cost of present and 
how American Litho‘ 


foid 


increase your efficiency, boost output, reduce 


company’s ey ey oy costs. The 


analysis is yours for 


“Planned” Business Forms can 
our 
“4_STEP” 


e asking without obligation. 


MAIL THIS COUPON TODAY! 


WRITE FOR 
SAMPLES! 


yoursel 
your company 


recording busi- 
ness operations. 





i 


AMERICAN 


500 


BITTNER STREET, ST 


LITHOFOLD CORPORAT!IO 


touis } MISS JR 


(1) SEND SAMPLES of “Planned” Forms you hove pre- 


pored for others in the 


industry. 





(] WE WOULD LIKE to have an obligation-free “4-STEP” 


ANALYSIS of our business forms. 


OMPANY NAME 





ADDRESS. 





city 


—_—ZONE___STATE 


SIGNATURE. 








Nene eee 


w 
Ww 
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*OPPORTUNITIES*« 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number, Closing date 10th of preceding month. 


Address box number replies to 


THE CONTROLLER 
One East Forty-second Street 
New York 17, N. Y. 


Replies will be forwarded. 





SITUATIONS WANTED 





ACCOUNTING EXECUTIVE 


Age 41, presently employed as controller in 
manufacturing organization, desires new con- 
nection in the capacity of controller, treasurer, 
or assistant. College degree in accounting and 
business administration. 16 years experience 
in accounting, finance, budgets, taxes, credit, 
systems and procedure. Box 1062. 


TREASURER OR CONTROLLER 


Executive assistant for Financial Division of 
large manufacturing company desires position 
as controller or treasurer of a small company 
or as assistant to controller in a larger com- 
pany. Fourteen years experience with two 
companies, serving in both line and staff 
positions. Have specialized in general ac- 
counting, budgets, insurance, pensions, and 
credits. Also some experience in government 
contract administration and banking financ- 
ing. Age 39, married with two children. Pres- 
ently located in Midwest, but will relocate. 
Salary open. Box 1064. 





MISCELLANEOUS 





WANTED! 
CONTROLLER MAGAZINES 


APRIL 1951 ISSUE 
td 


We're sold out again—on the April 
issue! If you have an extra copy 
that you would part with after you 
read it, we'd welcome receiving it 
to enable us to provide a complete 
year for those who may want a “back 
copy subscription” or to fill “sin- 
gle copy” orders. Thanks! Send to 


CIRCULATION MANAGER 





NOTE: Tue Controtumr reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 








Standard Appraisal Co. 
urch St. New York 
Branches all principal cities 








Reasonable Pay for Corporate Executives 
Is Test for Tax Deductions 


ORPORATIONS claiming tax deduc- 
C tions for salaries and extras paid to 
executives must comply with the rule of 
‘reasonableness,’ Commerce Clearing 
House says in a new federal tax report. 

The corporation that seeks to pay out 
earnings in salary boosts, bonuses, pen- 
sions or lavish entertainment expenses, 
instead of distributing taxable profits as 
dividends, runs the risk of federal in- 
come tax trouble. 

Present high rates have encouraged 
many corporations to attempt by these 
means to minimize or eliminate net earn- 
ings and thus avoid the double tax levied 
first, against the corporate earnings and, 
then, against the stockholder for the div- 
idends they receive. This question is 
most likely to arise, CCH says, in con- 
nection with close-held corporations in 
which the executive is also a stockholder. 

‘Reasonable compensation” is the test 
for federal income tax purposes. Execu- 
tive salaries that stand up as “'reason- 
able’’ under all the facts such as corporate 
earnings, value of the services to the 
business, prior practice, etc., are fully 
deductible as business expenses, even 
though they might in some cases absorb 
all the income that would be otherwise 
taxable. 

On bonuses, the courts have been in- 
clined to sustain bonus payments made 
as part of an established corporate pol- 
icy. They look askance at a suddenly de- 
clared bonus or one paid from big earn- 
ings on a government contract. 

Salaries paid to relatives of the “boss” 
have been challenged by the Revenue 
Bureau. The usual ruling is a disallow- 
ance of a deduction for any amount ex- 
ceeding what would be paid to another 
person on the same job. 

Travel and entertainment expense 
“blues” have brought many cases to the 
courts. In one, a corporation purchased 
an airplane and paid for flying lessons 
taken fy its president. Deductions were 
denied for the instruction and operating 
costs during the learning period. 

Later, the president made 78 plane 
trips on business. On 22 flights, the busi- 
ness transacted was only partly for the 
corporation’s benefit. The court halved 
the cost of the 22 trips and denied a de- 
duction for 11/78 of the operating costs. 

A beer distributor was permitted to 
deduct the cost of treating patrons in a 
tavern where its product was sold. It was 
denied deductions of amounts spent 
treating military personnel, since there 
was no showing of adequate business 
benefit. 

Social club membership dues paid by 
an employer are held deductible on evi- 
dence that the membership is used to 


promote the sale of the taxpayer's goods. 
But costs of a wedding of the executive's 
daughter to which regular and potential 
customers were invited were not deduc- 
tible. 

When club dues are deducted, the Bu- 
reau may call for detailed information, 
such as the names of new customers and 
business expected, as well as nonbusi- 
ness and family use of the club. It gives 
little weight to claims for maintenance 
of relations with existing customers. 
Also, the original cost of a membership 
is presumably a capital expenditure, and 
not deductible as a current expense un- 
less shown otherwise. 

CCH also reports that compensation 
need not be paid in cash to be deductible. 
Regulations have been interpreted to 
mean that when employes are given bar- 
gains such as discounts on product pur- 
chases, or other property including stocks, 
the difference between the purchase 
price and the fair market value may be 
held to be compensation to the employe, 
whether intended or not. Negligible 
amounts are ignored. 

Employe stock purchases and options, 
sales involving both company and em- 
ploye contributions, retirement compen- 
sation, and payments to widows of de- 
ceased employes are also tested for rea- 
sonableness, CCH concludes. 


Training Is Urged 
for Executive Posts 


Training management personnel is the 
primary job facing American industry at 
present, Charles T. Lipscomb, Jr., presi- 
dent of the Pepsodent division of Lever 
Brothers, said recently at a luncheon of 
the Sales Executives Club. 

Mr. Lipscomb added that, despite their 
importance, very few companies put time 
and thought into such programs. He said 
that the average top executive not only 
does not do a proper management train- 
ing job, but actually retards such pro- 
grams. 

The result, he went on, is that many 
young executives who should be training 
for bigger jobs are side-tracked into some 
“ditch-digging” operation. He urged giv- 
ing competent young men a goal to shoot 
at to keep them from getting restless and 
going to other companies. 

Mr. Lipscomb urged that the “best” 
executive in the company be put on the 
job of recruiting management personnel 
trainees. “If we're going to assure the 
growth of our business we're going to 
have to get the very best young men,” he 
said, adding that only a top executive can 
be expected to attract the best trainee. 
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... but he could save a lot of it—and take a big 
load off my shoulders — by using the Record 
Dexigraph to turn out all those extra copies. 

You can cut typing costs...end copying de- 
lays...and set your girl free for more important 
work, Just replace old-fashioned hand-copying 
with Dexigraph. Then anyone in your office 
can make as many as 150 photocopies in one 
hour—copies that are absolutely accurate, need 
no proofreading. 

There’s no fuss, no feathers about Dexigraph. 
Just roll it wherever your records are located! 
Plug it into any electrical outlet...make a 


“INVESTIGATE 
THE RECORD 


N\DEXIGRAPH 7 
oO 









Ask for our illustrated folder D-286. 
Room 1218, Management Controls Reference Li- 


brary, 315 Fourth Avenue, New York 10. 








couple of simple adjustments and press a but- 
ton. Dexigraph will copy anything up to 14” x 
17” at any reduction down to one-half of orig- 
inal size. Processing is a separate operation. Do 
it where and when you please. Or, send it out 








to be done. 

The cost? Only a 
few cents per copy. 
Like other compa- 
nies, you will find 
that Dexigraph 
quickly pays for it- 
self many times over. 















Write to 





: ,« the Fastest and Most Automatic 
tS tere Machine for Posting 
Drigiinal STATEMENT and Original LEDGER 





OW 


1 TNDERWOOD SUNDSTRAND for Posting 
Accounts Receivable — Double Originals 


You'll want these SUNDSTRAND Advantages: ——, 


Write for illustrated, descriptive literature 





10-Key Keyboard — Touch 
Operation 

Automatic Column Selection 
—No Need to Select Decimal 
Position 

Flexible Date Keyboard — 
Month, Day and Year 
Date-Folio and Amount — In 
One Operation 

Front Feed Carriage — Com- 
pletely Visible 

Automatic Opening and Clos- 


ing of Front Feed Carriage — 
No Manual Operations 
Automatic Balances—Debit or 
Credit 

Automatic Register Total — 
Or Sub-Total 

Fast Balance Transfer — At 
Month-End or during Posting 
Run 

Open Item Statements — Pre- 
pared at any Time 
Automatic Proof — On Every 
Posting 








. ask for demonstration. 
UNDERWOOD 


Underwood Corporation 


Accounting Machines . . . Adding Machines .. . 
Typewriters . . . Carbon Paper . . . Ribbons 


One Park Avenue, New York 16, N. Y. 
Underwood Limited Toronto 1, Canada 
Sales and Service Everywhere © 195" 





